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National’s own mines supply essential coal 
for its steel-making needs 


Coal is indispensable to steel production. In the form of coke, it is the 
blast-furnace fuel that produces the incandescent heat necessary to convert 
iron ore into pig iron—the basic ingredient of steel. 


For every ton of steel produced, approximately 1/2 tons of coal must be 
mined and made into coke. And it cannot be just ordinary coal. It must be 
of special types, free from harmful impurities and carefully blended for 
the exacting requirements of steelmaking. 


National Steel is exceptionally well provided with coal. Extensive holdings 
in Pennsylvania, West Virginia, and Kentucky yield an abundant supply 
of high-grade metallurgical coal. National’s mines are equipped with the 
most modern facilities for the preparation of coal for blast furnace use. 


Foresighted provision of raw materials for present and future steel-making 
is another mark of National’s progressiveness . . . another reason why 
National Steel is one of America’s leading producers of steel. 


NATIONAL STEEL 


GRANT BUILDING 


CORPORATION 


PITTSBURGH, PA. 





SERVING AMERICA BY SERVING AMERICAN INDUSTRY 
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MAJOR DIVISIONS OF NATIONAL STEEL 


NATIONAL MINES CORPORATION. Coal mines 
and properties in Pennsylvania, West Vir- 
ginia and Kentucky. Supplies high grade metal- 
lurgical coal for National's tremendous needs. 


GREAT LAKES STEEL CORPORATION, Detroit, 
Michigan. The only integrated steel mill in the 
Detroit area. Produces a wide range of carbon 
steel products, N-A-X Alloy Steels ... is a 
major supplier of all types of steel for ihe 
automotive industry. 


WEIRTON STEEL COMPANY. Mills at Weirto: 
West Virginia, and Steubenville, Ohio. World's 
largest independent manufacturer of tin plate. 
Producer of a wide range of other importan 
steel products. 


A 


STRAN-STEEL DIVISION. Unit of Great Lakes 
Steel Corporation. Plants at Ecorse, Michigan, 
and Terre Haute, Indiana. Exclusive manufac- 
turer of world-famed Quonset buildings an 
Stran-Steel nailable framing. 


HANNA IRON ORE COMPANY, Cleveland, Ohio. 
Produces ore from extensive holdings in Great 
Lakes region. National Steel is also participat- 
ing in the development of new Labrador-Quebec 
iron ore fields. 


THE HANNA FURNACE CORPORATION. Blast 
furnace division located in Buffalo, New York. 


NATIONAL STEEL PRODUCTS COMPANY, 
Houston, Texas. Recently erected warehouse, 
a Quonset building supplied by the Stran-Ste:l 
Division, covers 208,425 square feet. Provides 
facilities for distribution of steel products 
throughout Southwest. 
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So You Want 
to Speculate... 


Good. 


It’s that spirit, that willingness to 
take a risk, that helped build Amer- 
ica. It was true of the early ex- 
plorers and fur traders, of the Henry 
Fords and the John D. Rockefellers. 
And it’s true of thousands of today’s 
business men. Yes, and millions of 
farmers, for every man who ever put 
a seed in the ground remains inevi- 
tably a speculator. 

But should you speculate? Speci- 
fically, should you speculate in com- 
modities and thus elect to share with 
the farmer the natural hazards of 
bringing a crop to market? 

The answer depends on you—on 
your temperament, on your finan- 
cial ability to carry the risks in- 
volved, and above all things, on 
your knowledge of exactly what 
you’re doing. For the man who buys 
or sells futures contracts without 
the most complete and reliable infor- 
mation he can lay his hands on— 
information about crops, markets, 
and prices—isn’t a speculator. He’s 
just a fool. 

So if you want to speculate, we'll 
be glad to consult with you about 
the outlook for any commodity mar- 
ket and about the extent to which 
your own situation will prudently 
permit you to speculate. 

As a starter, you might like to 
study our little pamphlet “Specula- 
tion as a Fine Art.” You'll find it 
a challenging review of the certain 
risks and the uncertain rewards of 
speculation. We'll send you a copy 
without charge or obligation, of 
course. Just write— 


Commodity Department “P” 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 


Offices in 97 Cities 
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U5, PRODUCTION DRIVE TURNS SPOTLIGHT ON TRAINED MEN 


Chrysler Corporation’s program 
helps people build better products and 
better careers for themselves 





George Heyer, noted 
magazine photogra- 
pher, turns his camera 
for this picture story on 
a program of impor- 
tance to American pro- 
duction — how people 
learn to build military vehicles, defense 
weapons, and the cars and trucks that 
play a vital part in American life. 





Heyer’s pictures were made in Chrysler 
Corporation factories, classrooms and 
training shops. He shows a few of the 
thousands of men and boys now taking 
part in Chrysler’s widespread training 
and technical education program. 








TOMORROW'S CRAFTSMAN. Heyer snapped intent young cc 
Robert Chura—son of a Chrysler Corporation employee — co 
during one of his first lessons in how to use tools and make use- a 

ful things. In special workshops set aside by Chrysler, Robert I W 
and other boys work in wood, leather and metal under the guid- of 


ance of veteran Chrysler artisans. Then they borrow from a 











“Library of Tools” and finish projects at home. WwW 
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‘*A GOOD MACHINE DESERVES A GOOD : 
MAN, SON.” Heyer pictures Albert Bazner 
learning about grinders from veteran machin- ‘ 
ist H. A. Nelson. For the past year Albert has r 
been in an Apprentice Group in Chrysler’s 
Industrial Education program, learning the THEY THINK IN CLAY. In this clay model room at Chrysler 
machinist trade — at good pay. Chrysler helps Institute of Engineering, employee students D. M. Holiday, 25, , 
ambitious employees move up to better jobs. left, and Paul R. Diehl, 27, right, study car body design with 
Even high school and college students can learn Engineer Carl Hood. The Institute is the most advanced part of | 
jobs before graduation, earning both classroom Chrysler’s education and training program. Courses compare 
credits and pay. Good training for good men with those in leading engineering colleges. At Chrysler, em- 
pays off in better cars and trucks — and in such ployees find training to improve themselves . . . become more 
defense work as jet engines, too. valuable to America now when production need is great. 
CH RYS 1 FR [ () al H AT| ( H engineers and builds PLYMOUTH, DODGE, DE SOTO, CHRYSLER CARS & DODGE TRUCKS 

Chrysler Marine & Industrial Engines e Oilite Powdered Metal Products « Mopar Parts & Accessories 

Airtemp Heating, Cooling, Refrigeration e Cycleweld Adhesives & Building Panels 
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The Trend of Events 


CONTROLS AND POLITICS... In these days when de- 
control is in the air, President Truman’s request for 
a two-year extension of the Defense Production Act 
with a number of strengthening amendments appears 
of greater political than economic interest. 

The reason is that Congress will hardly go along 
with the President’s ideas. It demonstrated last year 
that the Administration’s scare technique has lost 
its power, just as consumers did by no longer allow- 
ing official spokesmen to stampede them into renewed 
scare buying. At any rate, this being an election vear, 
the law makers will be quite reluctant to reverse 
themselves. Surely the President must have been 
aware of this. Hence his request for strengthening 
of controls can be nothing more than a form of 
political insurance against the unlikely event of an 
unforeseen revival of inflationary pressures between 
now and the elections. Having asked for tighter con- 
trols and having been refused by Congress, the Ad- 
ministration could then blame its congressional 
opposition. 

It’s an opposition on which, one might further 
deduce, the President probably heavily banks. 
Tougher controls at this time would be highly 


used not only without any cutward sign of need but 
for primarily political reasons. In a way, it has be- 
come part of the election campaign—an effort to eat 
the cake and have it, too. And the effort has been 
based on what seems a multitude of economic half- 
truths. 

It will be interesting to see how Congress reacts 
in the face of increasing pressure in favor of decon- 
trol. Price Director DiSalle, before his retirement 
from the price-juggling arena, has appointed a board 
to study the advisability of lifting controls from cer- 
tain civilian goods markets, and Ellis Arnall, his 
successor, is going along with his policies. In fact, 
decontrol is receiving increasing lip service from 
Administration sources—except of course the Presi- 
dent. Commerce Secretary Sawyer has been quoted 
as saying that the country should soon “begin to 
expect an overall reduction and elimination of con- 
trols.” A move is afoot towards decontrolling the 
price of certain types of steel products, an area which 
until recently was considered quite tight. All these 
and other developments make it abundantly clear 
that not only business and industry but control 
agency officials themselves are losing faith in the 


unpopular. More important, 
they could probably not be lim- 
ited as applying to manage- 
ment alone but would have to 
be extended to the wage earner 
and the farmer as well. But 
that’s a political risk the Ad- 
ministration is hardly willing 
to shoulder at this time. 
Hence we suspect that the 
old scare technique in demand- 
ing tighter controls has been 








We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








idea, and certainly the neces- 
sity, of sweeping emergency 
controls. 

This is not surprising. Many 
price ceilings are merely aca- 
demic with actual selling 
prices often substantially 
lower. Generally, one has the 
impression that our controlled 
economy is becoming daily less 
controllable but more distorted 
and considerably out of bal- 
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ance. This is true not only in the area of price stabil- 
ization but flamboyantly so when it comes to wage 
stabilization. As to the latter, we are afraid that the 
controllers’ difficulties in enforcing their orders will 
multiply and so will the distortions of the economy 
that result from reluctance or inability to apply the 
brakes properly. And that of course is not surpris- 
ing as long as the approach is more political than 
economic. That’s precisely what makes controls 
unworkable. 

Congress by now must be fully aware of this and 
if that is so, the request for a two-year extension 
of the Defense Production Act with tightening 
amendments should have hard sledding, in fact should 
have little chance. A one-year extension without 
strengthening amendments should be about all the 
Administration should try for. What’s actually 
needed is no more than a simple law aimed only at 
assuring the defense program first call on the ma- 
terials it needs. Everything else is unnecessary. From 
now on, in our view, and barring all-out war, eco- 
nomic factors can do a better job of stabilization 
than any control statute. 


GOVERNMENT FORECASTING .. . Complaints of grow- 
ing unemployment in certain areas notwithstanding, 
Secretary of Labor Tobin picks the present as a suit- 
able time in which to forecast the need for a three 
and a half million addition to the nation’s labor force 
in the next two years. This will be necessary to take 
care of increased defense production and armed 
services needs, he states, and to emphasize the criti- 
cal nature of the situation, as the Department of 
Labor sees it, he does not hesitate to estimate that 
the civilian force alone will have to be built up by an 
additional 1.2 million by the fourth quarter of this 
year. 

It may be that Secretary Tobin’s experts, fasci- 
nated by their charts and graphs, feel that it is more 
agreeable to ignore the plentiful evidences of in- 
creased unemployment in important areas such as 
automobile-manufacturing Detroit, textile and shoe- 
manufacturing New England, and the garment cen- 
ter of New York City. This enables them to support 
their chief who, as one of the political spokesmen 
for the Administration, would like to draw a veil 
over what is unsatisfactory in the employment situ- 
ation and focus the attention of restless labor—with 
votes—on the implied promise of employment at some 
future date. 

That the defense program may require a larger 
labor force at some time in the future may conceiv- 
ably be true but even this should be accepted with 
reservations in view of the false start, delays and 
haphazard planning of many of the branches of the 
program. In any case, it is difficult to see how a pos- 
sible though not certain increase in employment in 
defense industries some time in the future can com- 
pensate for rising unemployment at the present time. 
It hardly does the Secretary any credit to gloss over 
the present uncomfortable situation in his cheerful 
forecast; but of course one cannot ignore the fact 
that in an election year, the Administration in power 
naturally leans toward the optimistic in its appraisal 
of future economic conditions. 

Incidentally, the liaison between the Cabinet mem- 
bers does not seem of the highest order. Just the 
other day, apparently oblivious of Secretary Tobin’s 





labor forecast, with its buoyant implications for 
business, Treasury Secretary Snyder tried to reas. 
sure business circles by stating that he did not be. 
lieve ‘a major business recession was imminent”, 
In making this oblique statement, the Secretary of 
the Treasury frankly took cognizance of the uncer- 
tainties which are now harrassing the business world, 
In this respect, he seemed far more realistic than 
his colleague. 

All of which leads to the conclusion that important 
public officials, especially when they venture specific 
prognostications concerning the economy of the na- 
tion, should take the utmost care that their forecasts 
are made public in the full context of actual condi- 
tions, lest they lead to false interpretations. 


BALANCE OF PAYMENTS CRISIS ABROAD... The fact 
that this country gained some $236 million in gold 
during the month of January alone emphasizes the 
gravity of the new international balance of payments 
crisis that has developed in recent months. It is in 
strange contrast to what happened in the preceding 
two years, up to September 1951, when gold and 
dollar holdings of foreign nations expanded by almost 
$5 billion. The drastic turn for worse which came in 
the final quarter of 1951 and resulted in a reverse 
flow of gold into the U.S. to the tune of $715 million, 
has been widely and primarily attributed to the 
stepping up of rearmament efforts by foreign nations. 

That’s an easy and altogether somewhat too ob- 
vious explanation, if only because the increase in 
arms spending abroad so far has been rather limited. 
Arms spending has been neither the only nor the 
main cause of foreign payments difficulties, which 
the Federal Reserve Bank of New York ascribes to 
“an upsurge in general demand, for which thus far 
the western defense effort has in itself been only 
partly responsible.” 

Besides the limited impact of defense, the real 
trouble makers are faulty budgetary policies, mone- 
tary and credit inflation, the tendency of raw ma- 
terial prices to rise more than those of manufactured 
goods, and flight of capital. Because the causes are 
multiple, there is no simple solution for the new 
dollar shortage abroad. 

All the more, our authorities which are concerned 
with the situation, should guard against resorting to 
the quickest and easiest way-out—the massive pump- 
ing of U.S. tax-payer dollars into the foreign eco- 
nomic systems affected. While aid along these lines 
will be required if western rearmament is to proceed, 
there is great need for the foreign countries to adopt 
and resolutely carry out budgetary, monetary and 
other economic measures that will strengthen their 
balance of payments positions. The Churchill gov- 
ernment has given a fine example of determination 
in this respect, but others have shown far less resolu- 
tion in dealing with this latest emergency. 

This irresolution, largely for internal political rea- 
sons, is deplorable, for what good is our own economic 
aid to these countries if they fail to take the internal 
measures required to make our aid effective in safe- 
guarding their economic stability? And without eco- 
nomic stability, rearmament rests on weak founda- 
tions. We are finding that out ourselves. 

Doubtless other nations, with far less productive 
capacity, face a much more difficult task. But it can 
be done if the will to self-help exists. 
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ROBERT GUISE 


DENTS IN THE UNITED FRONT 


“te sixth session of the U.N. General Asembly, 
lasting eighty-one days, has come to an end and it’s 
been rightfully called the “propaganda assembly.” 
The list of positive decisions taken was brief. The 
Assembly’s work most of the time consisted of in- 
conclusive bickering which 
led nowhere. It will be re- 
membered for talk rather 
than action. But it also 


“WILL THEY SEE THE LIGHT?” 


the cold war is lost, but they do show that the propa- 
ganda battle is getting more difficult and that wise 
leadership is required to hold our line. Evidently 
many of the smaller countries are lapsing into “neu- 
tralism”. Even some of our larger allies—France 
particularly — are fearing 
that democratic defense 
will provoke instead of re- 
strain Russia. Hence the 





stands out for certain Po 
signs of wavering of the m 
American-led united front 
against Red aggression. 
And that’s something that 
shouldn’t be taken lightly. 
Some are inclined to 
view the U.N. propaganda 
battle as a draw and 
whether it was that can be 
a matter of opinion. But 
even a draw, it would 
seem, is not quite good 
enough from our stand- 
point. Certainly it is noth- 
ing to enthuse about, if 
only because it is indica- ‘i . Oe ayNatay 
tive of some Communist A yp 4: ae 
success in the propaganda 7% 
battle which the Kremlin 
has been waging so per- 
sistently against the West. 
What are these signs 
of Communist success? 
Foremost, they are reluct- 
ance on the part of vari- 
ous countries to stand up 
and be counted when it 
comes to take a definite 
stand against the Red con- 
spiracy. The U.N. meeting 
at Paris has _ produced 
quite definite evidence in 











current difficulties to get 
the European defense set- 
up on a workable basis, a 
goal that still seems to be 
a long way off despite 
optimistic statements to 
the contrary. 

During the long course 
of the cold war, such re- 
actions have of course 
been frequently noted. Ko- 
rea for a time made it 
possible for American 
leadership to unite the 
free world, but that unity 
now appears to be harder 
to maintain. At any rate, 
unmistakable dents have 
appeared in the united 
front, and communist 
propaganda is in no small 
measure responsible for 
this. What’s more, Red 
propaganda continues full 
blast. 

The communist proposal 
for a high level political 
conference within three 
months after a Korean 
armistice is perhaps the 
biggest propaganda at- 
tempt currently “in the 
works.” Ostensibly it is 
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this respect. For instance, 
when it came to citing 
Russia for violation of her 
treaty with Nationalist China, 24 nations remained 
silent. And after Russia condemned the American- 
British-French plan for effective disarmament, 13 
non-Red nations were afraid to vote for it. Even 
when Russia charged the United States with aggres- 
sion, 16 non-Red Governments, including several of 
Latin America, ran out on us; they abstained from 
voting rather than vote against the Russian 
proposition. 

These disturbing manifestations do not mean that 
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designed to negotiate the 
withdrawal of all foreign 
troops and a peaceful set- 
tlement of the Korean question, something that 
doubtless appeals to our war-weary allies. We are 
aware of course that this proposal may be nothing 
but a trap, for doubtless in discussing questions 
“related” to Korea, as the Communists insist, this 
would include an airing of the status of Formosa, 
of the Japanese peace treaty, even the question of 
de facto recognition of communist China. Red propa- 
anda is hard at work to trick us into all this by 
dangling over our heads (Please turn to page 612) 


Ray in the Kansas City Star 
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Market Adjusting to 


New Outlook Faetors 


The general market trend was moderately downward again over the last fortnight, despite 


a minority of strong spots in the list. No basis for major movement of the averages either 


way is apparent in the existing fundamental economic-financial factors. The situation calls 


for continuation of a selective, middle-road investment policy. 


By 


wie verage stock prices worked moderately lower 
over the last fortnight, extending the reactionary 
phase to a duration to date of about four weeks for 
the industrial list and three weeks for rails. The 
performance remains selective, but, with the general 
tendency downward for the time being, selectivity— 
despite a minority of strong spots — naturally be- 
comes mainly a matter of varying degrees of reces- 
sion in the stock groups and in individual issues. As 
regards the major sections of the market, utilities 
have fared best. This average recorded a new high 
for recent years on February 8, duplicated it Feb- 
ruary 11 and has since eased only nominally from it. 

In general, there has been more pressure to date 
on the industrial list than on rails, merely for the 


A. T. MILLER 


technical reason that industrials paced the Novem- 
ber-January phase of advance; becoming propor- 
tionately more vulnerable at the January highs. At 
last week’s lowest closing level, the industrial aver- 
age had declined less than 3.5% from its January 
high, the rail average less than 2.7‘ ; but the retreat 
represented cancellations of about 49% and 27%, 
respectively, of the total prior leg of advance from 
late November into the third week of January. 


Range Still Restricted 
In terms of percentage movement either way—the 


measure which has most meaning for holders of 
stocks—the market as a whole remains in a relatively 
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restricted range of fluctuation; and that 
would still be so even should the adjust- 
ment of recent weeks extend far enough 
to involve a test of last November’s lows, 
which represent the nearest support level 
of any considerable technical significance. 
From low to high, the entire range of the 
Dow industrial average in 1951-1952 to 
date has been only some 15“. And on the 
entire advance from the mid-1949 low, 
no downswing has yet exceeded 9%, ex- 
cepting the sell-off of about 14% precipi- 
tated by the shock of the start of the 
Korean war. 

Obviously, it would take a broad and 
sustained liquidating movement—or more 
dynamic general upward tendencies than 
have been seen since late 1950 and early 
1951—to alter this pattern of fairly lim- 
ited price swings in the averages. No 
basis for either alternative is apparent 
in the present basic economic-financial 
factors ; and the balance between support- 
ing and restraining influences may not 
be subject to any great shift for some 
time to come, barring spreading war. 

The zig-zag retreat in average stock 
prices over the last month or so—checked 
by fairly frequent minor rallies, includ- 
ing one toward the end of last week—has 
been due about as much, perhaps more, 
to cautious investment demand as to sell- 
ing pressure. The latter has been gener- 
ally light to date, measured by daily 
trading volume, and it became more so 
during the past fortnight. In the previous 
fortnight, two successive waves of selling 
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‘had been marked by an 
expansion of volume, even 
though moderate. In con- 
trast, volume tended to] #*!® 
“dry up” around last] deo]. 
week’s lows. Whether this 
_and the mildly improved | '9° 
performance obtaining as 100 
this is written — means 
more than a temporary | 27¢ 
stand remains to be seen. 
Certainly it is premature | *6° 
to assume that the whole 
corrective phase is over; | *° 
and it may take some time 
to establish an adequately | 240 
firm base for another up- 
swing of any importance. | a3e 

The reasons for the gen- 
eral sell-off are partly | 9 
technical—that is, they are 
inherent in the market law | 9. 
of action and reaction. Ex- 
cepting when obviated by | 4, 
a dynamic bull trend, re- 
actions of varying degrees, | 4.5 
following December-Janu- 
ary advances, have been | 1 
the rule much more often 
than not somewhere 
around this season of the 
year. To cite only the re- 
cent record, this has been 
so in every year since and 
including 1946, with the 
exception of 1950. Meas- 
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ured from January or 
early February highs to 
February or March lows, 
reactions in five out of the last six years ran any- 
where from 8.07 points in the industrial average to 
20.95 points, compared with slightly less than 10 
points for the January-February sell-off to date. 

There are, of course, some influences other than 
technical. One is preparation for the heavy March 
income-tax payments, undoubtedly requiring some 
selling of stocks by some investors to raise cash for 
taxes. There could well be some more of this before 
March 15. Its precise weight on the market is, of 
course, conjectural; and it will end before long 
anyway. 

Another reason is that expectations as regards 
business activity, both over the medium term and 
for 1952 as a whole, have been modified somewhat 
by the projected stretching-out—or flattening out— 
of the arms program. Of course, the revised plan 
—calling for peak monthly defense spending to be 
attained in the first quarter of 1953 and to be main- 
tained close to that rate for another year or more 
thereafter—is not necessarily the last word. The offi- 
cially projected peak has been set forward several 
times since the program was launched. What the 
actual peak rate will be and when it will come could 
obviously be affected by foreign developments. It 
could also be affected by the thinking and decisions 
of a new Administration, beginning next January. 


The Business Outlook 


Assuming, however, that the program as now re- 
vised will “stay put”, it implies less business stimu- 
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lation and less general inflationary pressure from 
deficit-financed arms spending in the second half of 
1952 than had been looked for earlier. It implies 
that, after defense spending stabilizes in the fore- 
part of 1953, the inevitable shrinkage in private 
outlays for new plant and equipment—one of the 
major props of our long industrial boom—will tip 
the scales toward gradual deflationary adjustments, 
in which there will be a spiralling effect on business 
inventory policy and to some extent on consumer 
spending. 

But this prospect is not without a basically con- 
structive aspect. If it means less boom, it also means 
less bust when, and if, defense spending is reduced 
from the peak, on top of contraction in capital out- 
lays. We say “when and if” because there can be no 
certainty about it. Foreign events might force the 
presently contemplated peak monthly military spend- 
ing rate of $5.3 billion to be raised, or to be main- 
tained for a more protracted period. Again, political 
decisions might dictate maintenance of high defense 
spending over a more lengthy period than is now 
tentatively planned in order to cushion the economic 
adjustment. If it is not cushioned that way, there 
will surely be other cushioning measures, including 
tax cuts. 

Meanwhile, excepting in defense-stimulated heavy 
industries, business can be called lethargic at a gen- 
erally high level, although moderately under the peak 
of early 1951; there is a gradual easing in some 
previously tight supply situations, including steel, 
lead and chemicals; and (Please turn to page 612) 
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stances. What makes it es- a 
pecially intriguing is the li 
fact that it was achieved as ti 
a net result of two sharply de 
divergent trends—the sus- Ww 
tained drop in non-durables la 

and the steady gain in dur- 

ables production. fc 
Thus between August and tk 
December when the overall | D 
production index remained | St 
virtually unchanged, the to 
durable goods index rose bs 
from 267 to 280; and the Ir 

non-durable index dropped | 
from 193 to 185. The latter | iY 
peaked out at 201 in Janu- 01 
ary-February of 1951; the r 
durable goods index since re 
— -_ been rising almost steadily, with only re 
short and minor interruptions of the uptrend, and is ti 
ba = destined to go still higher as arms production ex- 0 
Industry By Industry pands. The progressive shift to arms is quite evi- r 
dent; so is the decline in civilian lines, activity of n 
By E. A. KRAUSS many of which peaked out over the last fifteen tl 

; months with little indication of recovery. 
é What about the broad future trend? Chances are p 
ver since the outbreak of the war in Korea, that during the first half of 1952, the rate of gain in 0 
our business pattern has been characterized by a durable goods production will be smaller than dur- le 
high level of overall activity which in turn has been ing the last half of 1951 for two reasons: (1) the T 
cloaking a good many cross currents, some of them growing impact of cutbacks and restrictions in S 
quite incisive. Both the overall pattern and the cross civilian durable goods lines; and (2) the relatively 8 
currents primarily reflected the impact of mobiliza- slow growth of arms output. If, therefore, overall 1 
tion, though other influences were also at work. production activity is to maintain its sidewise trend 

Generally, while the last year and a half was a_ around the current high level, non-durables will have g 


period of prosperity, it was not so for everybody. 
Progressively there developed good and bad spots, 
and patches of slow business and hard times were 
appearing all over the business scene. Basic of 
course was the upsurge in the durable goods sector 
under the impact of the arms program, and the 
sliding of consumer industries either because of con- 
trols or, more importantly, due to sluggishness of 
consumer demand. 

More recently, business has been moving sidewise 
despite continuation of the basic trends in durables 
and non-durable goods production. The FRB indus- 
trial production index (1935-39 = 100) since last 
August has been moving in a narrow two-point 
range, between 217 and 219, and has remained at 
218 for the last three months of 1951. Such a phe- 
nomenon is interesting under almost any circum- 
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to pick up some, or else arms production must pro- 
gress at a speedier rate. The real test probably will 
fall on non-durables. While so far they show little 
evidence of pick-up, some improvement is likely to 
develop, though they may remain relatively “weak 
sisters” for some time. 


Trends in Specific Industries 


Let’s see what happened to them. Take textiles, for 
example, as the bellwether of this group. Textile 
production, in terms of the FRB group index. peaked 
out as early as October 1950 and while it held fairly 
high through May 1951, the subsequent decline was 
drastic. From a high of 190 in May, the index 
dropped to a low of 154 in December last year which 
compares with the 1950 high of 197. That’s a drop 
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of 22% and rather more than a “lull.” It was a 
inful setback. What’s more, any recovery towards 
the old high would have a long way to go. 

A similar pattern developed in leather products 
where production peaked out in September 1950 
when the FRB index reached a high of 124. The 
subsequent downtrend, apart from moderate sea- 
sonal recoveries, was fairly consistent until last 
November when the index reached a low of 89, an 
over-all decline of some 28%. More recently there 
have been signs of moderate improvement in shoe 
production but the very nature of the setback, as in 
textiles, does not encourage the expectation that out- 
put will soon return to the post-Korean peak. 


Alcoholic Beverages and Tobacco Products 


Two other soft goods lines, alcoholic beverages 
and tobacco products, peaked out in the same month 
—August 1950. Alcoholic beverage production dup- 
licated its high later, in January 1951 when produc- 
tion matched the earlier index figure of 248 but the 
decline since then has been virtually uninterrupted, 
with the index standing at 178 last October, the 
latest available figure. That’s a drop of almost 30%. 

In tobacco products, the decline was precipitate 
for a while, with the production index falling from 
the 197 peak in August 1950 to a low of 153 in 
December of the same year. That was followed by a 
substantial recovery which carried the index back 
to 194, or close to its 1950 high by last November. 
The recovery trend, in other words, has been fairly 
impressive. 

The production peak in rubber products occurred 
in June 1951 though the index figure then was only 
one point above the previous high of 250 which was 
registered in October-November 1951. Since then it 
reached a low of 238 last October and subsequently 
recovered moderately, to 243, in December. The up- 
trend which is likely to continue, reflects the lifting 
of restrictions on tire production following an easier 
rubber supply situation, just as the 1950-51 decline 
mirrored the temporary cutbacks imposed, pending 
the build-up of the Government rubber stockpile. 

Elsewhere in non-durable industries, we find that 
paper production in terms of the FRB index peaked 
out in April 1951 and has since eased down to 182 
last December, a decline of 15% from the 214 peak. 
The latter is not likely to be duplicated soon, con- 
sidering the easing of demand pressure which has 
since taken place, and the existence of sizeable stocks 
in distributing channels. 

Chemical products are also considered non-durable 
goods but production in this sector peaked out 
rather late, in August 1951, reflecting the mid-year 
recession in many industries including such suffer- 
ing lines as textiles. At its peak, the production 
index for chemical products stood at 306, and last 
December it was down to 298, not much of a drop. 
A reversal of the downtrend is indicated. 

The late peaking out of the chemical products 
index had, incidentally, a sustaining effect on the 
overall index for non-durable goods. Had chemicals 
been excluded, the drop would certainly have been 
more pronounced. As previously stated, the overall 
improvement in non-durables this year, even with 
inclusion of chemicals, will hardly be sensational. 
At best, it will be on the moderate side—barring an- 
other wave of consumer buying which is hardly in 
the cards. 

The production index for meat packing reached a 
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peak of 171 in December 1950 and dropped as low 
as 145 in June 1951. Subsequent recovery carried 
it to 168 in November, with minor fluctuations for 
the rest of the year. As can be seen, the net drop 
has been small and the former peak may readily be 
duplicated or exceeded in the course of this year, 
considering the strong demand for meat products 
and the outlook for more substantial supplies. 

In two fields, machinery and petroleum, produc- 
tion last December stood at peak levels since Korea. 
The uptrend in machinery, strongly bolstered by 
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the enormous order backlog for machine tools, is 
certain to continue; and in petroleum products too 
further gains, though less spectacular, are indicated. 

In June 1950, the month before Korea, the ma- 
chinery index was 262 and last December, it was 
up to 356, an overall rise of 26% that was almost 
uninterrupted, reflecting the progressive tooling up 
process for arms production, plant expansion and 
strong civilian demand for machines of all kind. 

The index for petroleum and coal products, 279 at 
the end of last year, was some 20% higher than on 
June 1950 when it stood at 222. The progressive 
uptrend reflected not only mounting military de- 
mand on top of heavy civilian requirements but 
later also the stepping up of production to meet 
expanding export demand following the loss of 
Iranian oil. Because of these primary factors, sea- 
sonal fluctuations have been below average. 


Lumber Production Down 


The building boom has continued fairly vigorously 
though at a somewhat lower rate last year because 
of mortgage credit and other restrictions. It is there- 
fore interesting to note that the production index 
for lumber and lumber products peaked out as early 
as December 1950 when it stood at 173. In April 
1951, it recovered to 170 then dropped off pro- 
gressively to a low of 141 last July, with a subse- 
quent improvement to 157 by last December. The 
extreme drop was almost 20% but as of last Decem- 
ber, the index was only about 10% down from the 
1950 peak. Considering the outlook for building 
construction this year, this peak is not likely to be 
matched in 1952. On the other hand, no extreme 
further decline appears to be indicated. 

1951, despite difficulties during the latter half, 
was a rather good year for the auto industry with 
passenger car output exceeding five million units 
against more than six million in the peak year 1950. 
The industry’s production index has been reflecting 
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the trend fairly accurately. Production actually 
peaked out as early as August 1950 when the FRB 
index stood at 273. As of last December, it was down 
to 214, a drop of about 22%. 


This would seem small, percentagewise, consid- 
ering that assembly lines last December, and today, 
are operating only at about 50% of capacity, but 
there is an explanation. First, the index also includes 
auto parts production which held up rather better 
than new car output. It further includes truck pro- 
duction which due to defense demands has _ been 
rather heavy. The index, in other words, doesn’t 
fully reflect what’s been going on in new passenger 
car output. In view of heavy first and second quar- 
ter cutbacks, not much in the way of a recovery is 
indicated over the nearer term. The low production 
index during the final quarter of 1951 of course 
also reflected model changes; it is a period when 
output normally is down and some recovery in 
Spring is quite probable—though only within the 
limits permitted by production allowables. 

The samples cited are sufficient to illustrate how 
a strange mixture of boom and recession has been, 
and still is, running through the economy. We have 
discussed chiefly major fields, the production curves 
of which are charted in the accompanying graphs. 
The same applies of course to specific individual 
industries many of which witnessed sharp declines 
from their mid-1950 output peaks. For instance, 
appliances are down almost 40%, radio and tele- 
vision over 50%, furniture at least 15° and carpet 
manufacture probably around 50%. 


Big Production Boosts in War-Stimulated Industries 


On the other side of the picture we find enormous 
production boosts in iron and steel, in machinery, 
in aircraft manufacture, in electric power produc- 
tion and in industrial chemicals—all reflecting pri- 
marily defense needs and impacts. It is because of 
this that the durable goods index in December 
topped the previous postwar high reached in April 
1951, while the total industrial production index 
remained five points, or 2% below its postwar peak 
of 223 registered in April-May of last year. 

The divergent trends cited explain the bare spots 
currently existing in the economy; why there is 
acute unemployment in some industrial centers 
though overall, more people are at work than ever 
before. It also explains the feeling of pessimism by 
some businessmen and of optimism by others. The 
bare spots of course are not due to defense impacts 
alone, or primarily. Many consumer goods industries 
are paying for the consumer buying excesses that 
stemmed from war scares in the second half of 1950 
and early in 1951. On top of that, they also feel the 
pinch exerted on consumers by high living costs and 
taxes. These impacts would be far more severe, how- 
ever, were it not for the central fact that the econ- 
omy is adjusting itself progressively to arms pro- 
duction. 

But the picture is not all dark as far as consumer 
goods industries are concerned. Though many are 
now operating at low levels, the possibility of im- 
provement exists. One reason is the stretch-out of 
the defense program; another the gradual working 
off of heavy inventories. Also, more defense work 
will gradually come their way, providing more of an 
offset to lower production levels of civilian goods. 
Combined, these factors should bring about an 
eventual fading of the (Please turn to page 608) 
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Dui poverty and discouragement, the rail- 
road transportation industry in this country has 
come a long way along the road of recovery in the 
last dozen years. Investment interest in carrier 
stocks has improved considerably since the 1930’s 
too, but full confidence has not yet been restored. 
Further progress is in prospect this year, however, 
and steady gains in the direction of earnings stabil- 
ity will help counteract the damage to credit sus- 
tained in the 1930’s when major railroad systems 
found it virtually impossible to arrange private 
loans with which to meet maturing obligations. 

Encouraging factors which hold out promise of 
additional recovery in 1952 include (1) a sympa- 
thetic and responsible attitude among government 
regulatory authorities; (2) indications of gradual 
expansion in industrial activity as the armament 
program gains momentum; (3) signs of slackening 
in inflationary forces which have contributed to 








sharp wage hikes; and (4) advantages enjoyed by 
railroads in the form of generous exemptions from 
excess profits taxes. Economic conditions suggest 
that traffic may compare favorably with shipments 
handled in 1951 and that rates are likely to prove 
more satisfactory—especially if living costs stabilize 
and no additional automatic increases are required 
to fulfill contract provisions. 

Spreading of the armament program to extend to 
1954 or longer instead of reaching a peak late in 
1952 or early in 1953 is favorable for the railroads. 
This step points to a lengthening of the rearmament 
program unless international conditions suddenly 
should change. Thus heavy industry, major customer 
of the rail transportation system, may be destined 
to keep active for several years instead of speeding 
its peak output in the next twelve months. 

Implications are favorable, for such a change 
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would enable steel producers, aircraft and truck 
manufacturers as well as railroad equipment makers 
to proceed more leisurely with their operations. 
Shipments likely would go by rail under such a pro- 
gram in contrast with much movement by truck 
or trailers which might be deemed necessary if 
speed were essential. The chances are that the rail- 
roads would gain a larger share of the potential 
freight volume if the armament program is spread 
out than if it should prove imperative to accelerate 
production regardless of costs. 

Modest appraisal of railroad stocks since the rail 
average reached peak about a year ago may be at- 
tributed to skepticism over prolongation of a high 
rate of industrial activity as well as to serious prob- 
lems encountered fifteen years ago which soured 
investors on the rail group. It is questionable, there- 
fore, whether brighter prospects stemming from an 
extension of the armament program have been fully 
appreciated. Comparisons of principal railroad 
stocks may be undertaken on basis of latest avail- 
able statistics presented in the accompanying tabu- 
lation. Several promising issues are discussed in 
detail in this article. 


Good Traffic Volume Indicated 


Although industrial production has shown signs 
of tapering recently in reflecting a slower demand 
for civilian goods, competent observers expect arma- 
ment output to pick up in the next few months and 
counterbalance any decline in non-military manu- 
factures. Moreover, a greater proportion of heavy 
armament shipments moves by rail than in the case 
of consumer goods, for which trucks frequently are 
utilized. A large volume of agricultural products 
normally goes to market by rail, and farm output 
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this year is expected to hold close to recent favor- 
able figures. It is somewhat early to attempt more 
than tentative estimates on probable tonnage likely 
to be handled by the carriers this year, but it would 
seem fair to assume that unless the armament pro- 
gram is seriously cut back, shipments for the year 
should run 8 to 5 per cent ahead of 1951. Traffic last 
year gained a trifle less than 10 per cent over 1950. 
Although total shipments fell short of the wartime 
peak, they were substantial. 

Utilization of Diesel engines and labor-saving 
equipment in freight houses enabled the carriers to 
handle the large volume of traffic with a minimum 
of employees. Moreover, with the benefit of freight 
rate increases, total revenues for the year were en- 
larged to the highest figure on record. Operating 
revenues reached a total approximating about $10.5 
billion. Income was swelled by additional postal 
receipts in the form of a back mail pay award 
amounting to about $75 million, it is estimated. 

Net income after taxes in 1951 apparently fell 
quite a bit below the total of about $783 million for 
1950 and is estimated around $660 million. The 
showing for the year is to be bolstered by the Inter- 
state Commerce Commission’s ruling by which rapid 
amortization write-offs would be disallowed in state- 
ments issued to the public although for tax purposes 
heavier depreciation charges would be permitted. 


Change in I.C.C.’s Attitude 


Expenses were exceptionally heavy last year, 
when many roads suffered unusual burdens by rea- 
son of unauthorized switchmen’s strikes that ham- 
pered operations and caused abnormal operating 
charges. Flood damage, especially in Kansas and 
elsewhere in the Mid-West, was heavier than usual. 
Minor terminal charges also soared with the result 
that managements had difficulty holding down oper- 
ating ratios. Better results are anticipated this year 
with the benefit of increased freight charges and 
higher passenger fares. Additional Diesel equipment 
also has been added and obsolete rolling stock has 
been taken out of service wherever possible. If liv- 
ing costs stabilize, thereby avoiding the necessity of 
additional wage boosts, improved efficiency can be 
attained this year. 
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Perhaps the most reassuring aspect in the out- 
look for railroad transportation, a development 
which helped strengthen its position in the eyes of 
investors in recent years, is the change in attitude of 
the Interstate Commerce Commission. Recognition 
of the need for prompt consideration of requests for 
rate relief has enabled the roads to avoid serious 
financial trouble. As an example, an interim increase 
was approved within a comparatively short time 
almost a year ago when wage costs rose sharply fol- 
lowing a settlement of wage demand negotiations. 
Subsequent hearings resulted in a second increase 
in August which compensated for still higher wages 
dictated by escalator clauses in the brotherhood con- 
tracts. The railroads have appealed for additional 
relief to compensate for further advances in costs, 
and action by the regulatory authorities is antici- 
pated within the next few weeks. 


Exemption from Excess Profits Tax 


Most carriers will have the advantage in coming 
months of additional equipment ordered a year ago 
in connection with a program made possible by allo- 
cation of additional steel supplies. More Diesel loco- 
motives and centralized traffic control installations 
promise to bring relief in the form of manpower 
savings, but it seems doubtful whether any signifi- 
cant gains can be realized in operating costs. Thus 
additional rate increases for freight and passenger 
services seem essential in preserving a reasonable 
return on the investment. 

Interim statements for early months of the year 
should make favorable comparisons, for costs were 
rising rapidly in the first quarter of 1951 and rate 
relief was not granted until the second quarter. 
Moreover, the lack of provision for amortization of 
defense projects probably will bolster earnings more 
than otherwise would be the case. 

The financial position of the industry stands to 
benefit from the generous exemption provided by 
Congress for regulated utilities. Railroads are per- 
mitted to earn 6 per cent on a net investment in rail- 
road operating facilities. Since all but a few import- 
ant carriers have huge investments in rail lines and 
rolling stock, it is doubtful whether many could earn 
as much as 6 per cent on the investment. A few very 
favorably situated roads might be liable for mod- 
erate excess profits taxes, but the industry as a 
whole appears to be virtually exempt. 

Another, though minor favorable factor is the 
seeming slackening in competition from trucks and 
trailers. Tightening of state regulations and motor 
taxes promises to restrict movement of freight by 
motor carriers as cut-throat competition is driven 
out. Railroads can compete satisfactorily with legiti- 
mate truckers on bulk shipments where time is not 
an important element. 

On balance then, principal factors affecting earn- 
ing power of the railroads are favorable. No setback 
in general industrial activity is anticipated unless 
by some strange circumstances the national defense 
program should be halted. Traffic volume promises 
to compare favorably with that of the last year or 
two. Rates should prove adequate to maintain net in- 
come at levels approximately the same as in 1951— 
especially if wages should stabilize. Indications are 
that no further tax boosts are to be imposed. 

In this reassuring environment, some carriers 
may be expected to experience better-than-average 
results. Recent rate decisions, for example, have 
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Statistical Data on Leading Class I Railroads 
Operating Operating Ratio Net Per Share 

Revenue Div. Recent Price Range 

1951 1950 1951 1950 1951 1950 1951 Yield Price 1951-52 

——Millions) 

Atchison, Topeka & Santa Fe $570.5 $5226 ll... 67.1% $13.83 $15.64 $ 4.00 5.1% 78 82 -68% 
Atlantic Coast Line ......... ; 159.2 133.6 80.5% 80.0 15.98 15.51 5.00 5.9 84 8514-61% 
Baltimore & Ohio ............... ; . 451.2 402.5 81.2 80.6 6.55 4.95 1812 241%4-15% 
Canadian Pacific .................. 428.9 378.5 o- 85.4 3.32 1.75 49 35468 38%-21% 
Chesapeake & Ohio ................ ws 368.1 318.6 eos 69.3 4.79 4.26 2.25 6.4 35 3814-2812 
Chicago, Milw., St. Paul & Pac. 265.4 255.4 78.1 2.10 4.50 2.00 97 20% 30 17% 

Chicago & North Western ..... 203.4 188.9 87.6 84.3 (d) 1.62 2.50 15'2 2812-15 
Chicago, Rock Island & Pac. 198.5 179.6 76.0 72.8 8.44 10.20 3.25 6.1 52% 61%-43% 
Delaware & Hudson Co. .......... 104.9 98.1 76.8 10.90 10.41 4.00 8.3 477% 53%-41M% 
Delaware Lack. & Western .............. 89.6 82.3 80.2 77.7 3.77 2.28 .25 1.8 13% 17%-10% 
Denver & Rio Grande Western... 77.7 66.1 67.3 71.3 18.10 12.49 3.00 4.3 692 7112-482 
Erie BRE AO ede Sewers ode ses eueey ts 178.8 166.1 75.4 73.1 4.68 4.67 1.75 9.1 19% 247%-16% 
Great Northern Pfd. ...... : 248.0 227.5 74.3 71.3 7.74 9.11 4.00 8.0 50 57%-45% 
Gulf, Mobile & Ohio 88.6 78.4 71.8 70.3 5.69 7.20 2.00 7.3 27% 33-21% 
Illinois Central : 295.0 275.9 75:7 72.6 12.72 20.83 3.00 5.1 58% 75%4-51% 

Kansas City Southern ......... 44.0 39.3 58.8 57.8 : 10.42 5.00 8.0 62% 75%4-57 
Lehigh Valley . : yf Pia 76.8 3.91 2.42 oz) 14% 16%2- 8% 
Louisville & Nashville ......... 226.4 203.0 76.8 74.2 9.74 10.39 4.00 7.4 53% 591-481 
New York Central sie : 806.9 759.6 85.3 83.3 2.28 2.84 19% 26%4-15%2 
New York, Chic. & St. Louis 160.7 146.9 68.6 64.2 8.79 10.16 3612 46 -34% 

Norfolk & Western ate 206.5 167.9 66.9 69.3 5.31 5.05 3.50 7.0 49% 5212-44 
Northern Pacific ................... : 173.7 167.2 78.9 72.9 6.44 7.86 2.25 3.4 64% 7014-31% 
Pennsylvania : ; 1,044.3 930.1 85.5 84.3 2,03 2.92 1.00 5.3 183% 26%-167% 
Reading Koko . 4131.1 118.9 79.3 78.6 4.81 4.65 2.00 7.2 27% 32%4-24% 
St. Louis San Francisco ...... ae 134.2 123.1 76.6 73.6 3.36 4.30 2.50 10.6 23% 32%-21% 

Seaboard Air Line ........... 149.3 135.5 74.5 72.9 13.65 12.30 4.25 5.8 72% 77 -47 
Southern Pacific ee aed : 647.6 598.2 VL 73.1 10.71 11.83 5.50 8.6 637% 74%-57% 
Southern Railway vis . 262.2 239.9 73.2 70.3 12.21 14.94 4.00 77 51% 64 46% 
Texas & Pacific . Lie, 70.7 70.0 68.9 18.90 18.23 6.00 6.5 91 10312-76% 
Union Pacific . 505.1 465.2 74.3 70.2 14.59 14.80 6.00 $2 113% 116 -97% 
Western Pacific 55.7 49.3 64.5 63.5 795 9.02 3.00 6.2 48 5834-4612 

d)—Deficit. 











taken into account burdensome terminal costs and 
short haul handicaps that have penalized eastern 
roads, and awards have sought to give preferential 
treatment to carriers in the eastern zone. If traffic 
should continue to move in volume to Atlantic ports, 
eastern roads may fare relatively better than west- 
ern roads. Shipments of war materials to the Pacific 
may be further reduced this year. Gains in industrial 
production in the South may find reflection in con- 
tinued progress for roads serving this thriving and 
rapidly growing area. 

The Pocohontas coal carriers stand to benefit from 
an unusually heavy movement of soft coal to Europe. 
Among these Chesapeake & Ohio is the best known. 
More than 13 million tons of export coal are esti- 
mated to have been shipped over this road’s facili- 
ties in 1951. Net profit rose last year to $4.79 a share 
from $4.26 in 1950 and apparently strengthened the 
promise of restoration of the $3 annual dividend. 
Prospect of a high rate of operations in the steel 
industry and maintenance of coal shipments at sub- 
stantial rate point to further gains for 1952. 


Earnings of Leading Roads 


Among the transcontinental carriers having a 
promising outlook, Union Pacific deserves high 
ranking. The road enjoys the advantages of long 
haul and comparatively good traffic density. Oil and 
gas developments have gained prominence, how- 
ever, and contribute importantly to earnings. In 
some quarters it is estimated that petroleum re- 
sources may have contributed almost half of 1951 
net income of $14.59 a share. This compared with 
$14.80 in 1950. Despite some curtailment in ship- 
ments of military supplies, results in 1952 are ex- 
pected to hold up well and provide ample coverage 
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for the indicated $6 annual dividend, including an 
extra of $1 a share. 

Another western road which has experienced an 
outstanding recovery in the last decade is Denver 
& Rio Grande Western. Revenues rose virtually to 
record highs and provided net income equivalent to 
$18.09 a share, against $12.49 in 1950. Although 
shipments of military supplies accounted in no small 
measure for the year’s gain, other factors helped— 
such as the rapid growth in business along the com- 
pany’s lines. Promise for the future is encouraging. 
Management is hopeful of accomplishing debt reduc- 
tion as well as providing investors with a higher 
dividend on the common shares. 

Prospects for Atchi- (Please turn to page 602) 
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Why Traditional Methods 


Cannot Correct 


New-Type Inflation 


By JOHN D. C. WELDON 


om a number of months, we have been ex- 
periencing a lull in the inflationary pressures which 
began to exert themselves with the start of the 
Korean war. The cause at that time was neither 
deficit spending by the Government, nor a rapid 
increase in the money supply, nor actual goods short- 
ages. It was the fear of shortages, the fear of infla- 
tion, and the panicky, or speculative, stocking up 
with goods and materials by consumers and busi- 
ness in anticipation of both, shortages and higher 
prices. 

Since shortages failed to develop, such buying 
finally subsided, contributing importantly to the 
present inflationary lull. The more subdued rate of 
consumer and business buying was aided by tax in- 
creases which reduced the need for Government 
borrowing as well as consumer ability to spend, and 
it was further helped along by credit and other con- 
trols designed to hold down spending generally. 

Thus for the time being, inflation pressures have 
eased markedly and inflation fears have moderated. 
But only moderated! What we now experience is a 
pause in inflationary pressures which may be inter- 
rupted at any time. If it is, in the current year, the 
cause will not likely be deficit spending which in 
1952 won’t be heavy enough to add significantly to 
the nation’s money supply. It won’t be shortages of 
goods, for no real shortages are threatened. Nor will 
it be another splurge of consumer buying unless 


570 


ous threat of higher prices. 


even in the absence of another 
spending spree. It can and will de- 
velop if there occurs a serious 
breach in wage stabilization, and 
the current steel wage negotia- 
tions, forerunner of another 
round of industrial wage in- 
creases, portends just that. An- 
other round of wage hikes, with 
their automatic spreading effect 
throughout the nation’s pay and 
cost structure, will in fact revive 
inflation even if consumers decide 
not to anticipate it, just as past 
rounds of wage increases (we 
have had six rounds since the end 
of the war) have materially con- 
tributed to price inflation in the 
past. 


What we are facing, in short, is 
a new type of inflation. In previ- 
ous inflationary periods, inflation 
was initiated by sharp expansion 
of the money supply due to deficit 
spending, or by speculative ex- 
cesses initiated by business and the consumer, driv- 
ing up prices. Usually inflation initiated in this 
manner could be fought successfully by the tradi- 
tional methods of money and credit regulation. It 
rarely got out of control as long as the attack was 
leveled against the cause rather than the effect, the 
cause being a superabundance of money and credit. 
What’s more, inflations of this type were always 
unpopular with the masses, who suffered most from 
it since wages and pay rates generally trailed far 
behind prices. And such unpopularity usually 
brought its own corrective measures. 


The New Inflation Pattern 


But today, we face something different. Inflation 
is still unpopular with most of us though some seem 
to have acquired a vested interest in it. Even more 
important, wage rates no longer trail far or long 
behind inflation. They quickly catch up with, and 
often exceed increases in living costs. No one can 
quarrel with labor’s desire for, or right to a square 
deal. The trouble is that every wage and pay hike 
begets higher prices if only because wages and pay 
of every kind constitute a substantial, and often the 
biggest part of production costs. 

Hence the wage-price spirals of the postwar 
period, the futility and harm of which must be fully 
apparent by now even in the ranks of organized 
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labor. Yet another round is to come. And as the 
round materializes, prices of course must go up and 
this ultimately brings about a demand for pay in- 
creases by all the other members of our economic 
structure. Unless the process is stopped, it means 
progressively more inflation until industry finally 
prices itself out of its markets and faces painful 
recession or depression, the traditional ultimate 
remedy for excessive price and wage structures. 


At The End of the Rainbow—Recession 


To predict such a course of events is by no means 
far-fetched. Inflation in the end always generates 
its own corrective measures. If carried to extremes 
under less favorable economic conditions as has 
repeatedly occurred in Europe, it usually ends in 
currency collapse and devaluation, with the attend- 
ant wiping out of most of the people’s savings. In 
this country, with its powerful economic resources 
and enormous productive power, the course would 
likely be a different one. While the inflationary 
process could go on for some time, it would ulti- 
mately manifest itself in increasing price resistance 
of consumers, the income of many of which—less 
fortunate than organized labor — will never quite 
catch up-with prices. Quite a few are in this boat 
already as many a retail merchant can confirm. 

In the writer’s opinion, another turn of the wage- 
price spiral will bring us appreciably nearer to the 
“pay-off” day—the time when industry will price 
itself increasingly out of markets, and workers price 
themselves out of jobs! It is in the interest of all, 
including labor in particular, to avoid that. It is not 
enough to attempt to stop inflation from above via 
price and credit controls which anyhow hit at the 
effect and not the cause of inflation, and thus can 
never be successful in the long run. Nor will the 
traditional monetary measures help as long as the 
cost structure is continually being pushed up by 
rising wage rates, producing inflation from the bot- 
tom up. 

The latter is just what now threatens once again. 
Wages and prices, in this period of controls, are 
headed still higher. The steel workers, with the help 
of the Government, are about to get at least a 15- 
cent package of pay hikes which is estimated to 
bring average raises of ten cents an hour for all 
industrial workers. It is inevitable 


_ reaction—old-style—must ensue. With the inflation- 


ary set of wage “controls” we are having, it couldn’t 
be otherwise. Past experience shows that these “con- 
trols” are no more than brakes, softly applied but 
never jammed down. 

The way it looks now, the main effort seems to be 
to raise steel prices without blaming the increase on 
the wage hike though the direct relationship be- 
tween the two must be obvious to all. Hence the 
search is on for a loophole in the price control law 
including “proper” interpretation of the Capehart 
amendment which the Administration dislikes so 
heartily. 

The steel wage boost, it seems, is in the bag; the 
flexible standards established by the Wage Stabiliza- 
tion Board certainly point in this direction. What’s 
more, the steel workers, by putting forward the 
most costly set of demands ever made (they won’t 
get all of it, of course) have not only given proof 
that wage control is not taken seriously, but they 
have made John L. Lewis sit up and take notice. 
Usually it was the other way around. Mr. Lewis can 
reopen his contract any time after April 1 and we 
can be certain that he will like to show other labor 
leaders that he can outdo them when it comes to 
pay demands. 


Danger in Another Steel Wage Hike 


In debating the steel wage issue, labor leaders 
like to stress that in view of its “enormous” profits, 
the steel industry can easily absorb part of the in- 
creased wage bill but there is a great deal of fallacy 
in this reasoning. Apart from the economic neces- 
sity for the industry to have profits proportionate to 
capital investment and sales volume, the industry 
cannot ignore the chain reaction that will follow any 
steel wage hike. The latter will fix a wage pattern 
for other industries and as their wage rates, and 
selling prices, go up, the steel makers have to pay 
more for almost everything they buy in the way of 
materials. It’s not only their own higher wage bill 
they have to contend with, but higher costs as well. 

Elsewhere, as material costs for industry in gen- 
eral go up, price ceilings will be put under heavier 
pressure and since the Administration can hardly 
permit a major squeeze on profits (it needs the 
taxes), it will have to (Please turn to page 609) 





that this will mean higher price tags 
for many things consumers must 
buy. The chain reaction, so often ex- 
perienced in the recent past, is well 
known. 

Interestingly, while the _ steel 
workers union is pressing the wage 
issue, the Government is stalling on 
it. Not that it doesn’t want to let 
the workers have higher pay; it 
does if only because it is good poli- 
tics, particularly in an election year. 
But the Government is also sup- 
posed to fight inflation. It knows 
that rising wages force prices up, 
and that’s bad politics as far as con- 
sumers are concerned. The Admini- 
stration doesn’t want to pinch them 
very hard this year, for obvious rea- 
sons; yet it also realizes that higher 
prices will inevitably follow higher 
wages. It must know that a chain 
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W, ashington 


is President Truman’s 
demand that those who use the postal services be 
called upon to place the Post Office Department on a 
sustaining basis. And he’ll get the familiar answer: 
no. Postal rates were boosted last year and the law- 


FAMILIAR to congressmen 





WASHINGTON SEES: 


Congress must have reason to believe the 
world situation if not brightening at least will 
grow no worse for a long time, otherwise how 
can one account for the fact that representatives 
of big business who temporarily hold key govern- 
ment positions are again under fire. 

Like Kipling’s storied Tommy Atkins, the “mili- 
tary man” whose right to respect rose and fell as 
the degree of national danger increased or 
lessened, the business or industrial expert who 
answers the Macedonian cry to “come quick lest 
we perish,” has reason to know by this time that 
he will be appreciated in Washington only so 
long as the peril exists. 

The situation isn’t new. When the NRA was set 
up to build a floor under the sagging economy in 
1933, President Roosevelt picked General Hugh 
Johnson who in turn headed virtually all of his 
divisions with former military men. Having gone 
through World War 1 days in Washington, FDR 
caused the ultimate decisions (on the levels be- 
low Johnson) to be made by boards composed of 
labor and consumer representatives as well as 
industrial members. While no procurement was 
involved, industry still was a target. 

The President retreated from that position in 
World War 2, brought in dollar-a-year men and 
the rest is history. Their skill and know-how was 
utilized and it paid off. Then the treatment they 
received at the hands of congressional headline 
grabbers was scandalous. The war was over! Now 
a new set of industrial experts is on the hot seat. 
If history reflects the future, that’s a good sign. 
But it’s tough on the men who are asked how to 
produce, then are bawled out for answering the 
question. 
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BUSINESS MEN UNDER FIRE 


By E. K. T. 


makers made it clear then that they considered the 
higher charges are all that should be exacted now. 
Trouble with the Post Office administration is that 
it is antiquated in thought and performance; con- 
gress currently is considering an appropriation to 
finance a study for streamlining purposes. They ad- 
mit, too, that their franked mail is deficit-creating. 








FAIR TRADE bills are flying around Capitol Hill. In | 


fact they’re so numerous that sides are being formed 
and members are seeking credit for authorship, 
creating a situation which imperils all of the drafts. 
Purpose of all is to overcome the effect of a Supreme 
Court decision that states without their own sup- 
plementary legislation are beyond the pale of price 
maintenance under the federal statute. The house 
judiciary committee is holding hearings on one bill, 
the interstate and foreign commerce committee on 
another. Witnesses are required to do double duty to 
present their arguments, otherwise they may find 
they “catered to” the wrong group, face reprisals on 
amendment votes. 


GAMBLING as a profession, or a type of open busi- 
ness, has just about disappeared from the District of 
Columbia. It’s hardly possible, say those who should 
know, to place a bet on a race or the “numbers” 
since congress passed a law requiring professional 
gamblers to register by taking out a $50 stamp and 
report as taxable 10 per cent of accepted wagers. 
The idea that the professionals would comply was 
scoffed at, yet 1,566 wagering stamps have been 
issued through local collectors offices and 4,266 
applications are being processed. 


MORTGAGE facts contained in a recent FRB survey 
are not easily concentrated, but there are certain 
ones which importantly indicate trends. The numn- 
ber of homes having mortgages rose from 9 to 10.5 
million between 1949 and 1951, for example; two- 
thirds of the “paper” was for amounts under $5,000: 
younger home owners had higher mortgage debts 
than oldsters—not too difficult to understand since 
many of the new home owners are returned from 
the wars in recent years, just “setting up.” The per- 
centage of mortgage on the higher-valued houses 
was lower than on the more modest abodes. 
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The Wage Stabilization Board, grappling with 
the hefty problem of new wage hikes, isn't receiving much 
help either from management or labor. Witnesses on both 
sides are manifestly overstating their cases,with the 
result that both will be larsely ignored. President 
Benjamin Fairless of United States Steel has pictured the 
spectre of an 11 billion dollar drop in federal tax revenue 
if labor wins its demands. But that, it should be ex- 
plained, contemplates the unions winning everything they 
ask and it envisions all labor groups getting comparable 
increases. Yet Mr. Fairless made a telling point. 





























WSB has a back-breaking, mind-racking job to 
perform and it's working on delicate ground. The board has 
replaced the collective bargaining table, for collective 
bargaining in the true sense is out the window for the 
duration at least. That being the case, WSB must represent 
both of the contesting sides, and also the larger interest 
-- the public. Introduction of the revenue loss thought 
is novel in collective bargaining. It caught the union economists off guard, but they 
went speedily to their pads and pencils and eventually will come up with a rejoinder 
that money is taxed wherever money is found, whether that be corporate coffers or em- 
ployee pay envelopes. But the tax rates are bound to vary considerably. 









































While the Fairless statement invited attack -- and is getting that treatment 
where it counts the most, namely in the staff meetings of WSB advisers -- the union has 











not placed itself in a defensible position either. President Murray asks for wage 
increases averaging 18.5 cents an hour and "fringe benefits." The demands can be met, 
he says, out of steel profits. Even his own economists will tell him that's pure poppy- 
cock. Fairless says 19 per cent of the increase asked could come out of profits. The 
steel executive is talking in terms of present prices; under the Capehart Amendment 
prices may be altered to reflect increased costs of production. 
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nor will management be successful in trimming the demands to the point which they rep- 
resent to be the only real margin of business safety, guessing as to the ultimate outcome 
has become an interesting enterprise. Against approximately 18 cents an hour asked 

by Murray, is a record of performance by WSB which fixed about six cents an hour as the 
cost-of-living boost. It won't be held to that. The federal board probably will recom- 
mend 12 cents and, regardless of fuming on both sides, it very likely would be most 
acceptable to each. 





























Holders of municipal securities had better keep an eye on congress. The 
budget and the President's budget message make no specific reference to taxation of 
interest on municipal securities, but Mr. Truman commented that "the tax laws should not 
be used as a means of granting special favors or hiding special subsidies." And one of 
the tax "loopholes" which the White House has consistently demanded be closed up is lack 
of federal tax on municipals. A move along related lines was made in the 1951 Revenue 
Act which brought the unrelated income of schools and colleges under taxation. That 
could be the basis for federal tax on the "proprietary income" of municipalities -- swim- 
ming pools, tennis courts, golf courses, to name a few; all things not directly related to 
a strictly interpreted public function of protecting life, health and property. 






































Fiscally, congress is talking about one thing and thinking about another: it 
is about to authorize funds for next year's budget which it knows will not be spent, 
balancing off income and outgo for the 1952 fiscal year with the knowledge that many of 
the costs were passed on from other years and do not represent current action. It's very 
confusing. Especially to green congressmen who don't realize that's the way it always 
works. 
































Whatever President Truman is handed this year to run the government (and it 
won't be $85.4 billions) will include money to make a start on programs that will not be 
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completed for two or more years, and it will cover final payments on some that began two i 
or more years ago. That is the difference, of course, between the terms appropriation and FF ;.- 
authorization -=- when congress authorizes an expenditure it means little more than that [F° 

the contracts safely may be let. And that's one of the reasons why end of the trouble 


in Korea would slow, but not stop, spending in relation to that situation. 

















Perhaps there are no more avid readers and busy circulators of government 
economic reports than the headquarters staffs of labor unions here. It's not easy to 
believe that (despite its lack of circulation) the unioneers missed a passage in the 
Commerce Department's "Table 30-Consumer Expenditures, 1929-1950, National Income Sup- 
plement Survey of Current Business. It sets out Something on the "other side" of the e 
great cost-of-living issue. Here's the language: 





























to earn the food basket. In 1951 the food basket will be approximately $724 but with 
$1.604 per hour instead of $0.566 in 1929, the average worker can earn the food basket with 
452 hours of work or 58 per cent as many hours as it required in 1929." 
































Strengthening of the lobby registration law in the current session of con- 




















——— ae my 


many persons exempted under the present act, reguire more detailed disclosure from many 
now on the lists. This is pretty safe legislation; it doesn't make anybody particularly 
unhappy, and yet it provides good campaign material. Administration men are able to 
point out that "big business" spends large sums to place its arguments before the law- 
























































makers ; the anti-administration group can reply that the bigsest lobbyist of them all fe 
doesn't need to register: the federal bureaucracy! na 

Trade unionists are hammering away at the close-the-tax-loophole issue again. = 
They're flooding congressional offices with messages of insistence that tax rates should Se 
not be increased and argument that the admitted need for more revenue can be met by a de 
few items of legislation. None of it is new. But the stern resistance to boosted rates - 
which is being registered by leaders of both parties -- from Doughton to Taft -= shapes nt 
up the possibility that some of the proposals may be adopted this year. Fi 

Closing the income-splitting tax "loophole," say the unions, would raise an ii 
additional 2.5 billion dollars a year. And what pleases them most is the finding that Cc 





it would not be felt across-the-board but would come from the 10 per cent of the popula- 




































































tion in the $10,000-or-more income class. Closing the percentage depletion tax "loop- Pr 
hole," would produce another 750 million dollars a year. And, the unions remind, it Hs 
would affect only the big oil companies. re 

Increasing estate and gift taxes would give the government 600 million more . 
each year -- and the rates there haven't been disturbed since 1942. Next in financial th 
promise, the union members consider, is a withholding tax on corporate dividends. The in 
principle now applied to the pay envelope of an employee would be used against the divi- We 
dend check of a stockholder. This is down for another 500 million dollars, from those = 
"who fail to report their dividend receipts." 

The senate finance committee will move shortly to indorse house action on the : 
customs simplification bill. Such legislation is long overdue -- but it has a "sleeper*" cl 
which merchandisers will seek to knock out and restore it to the purpose gleaned from pe 
its title. Among other things, the bill would permit duty-free importation of foreign by 
goods not exceeding $10 in value, if brought in for personal use and not for sale. Com- 
petition from foreign countries will be met by stores handling imported articles—per- OF 
fumes, hosiery, textiles, and many other items. be 

Organized labor is asking the government to put pressure on employers to agree : 
to a "union shop" in the railroad and steel industries. Thus far, the government has th 
not acted on these proposals, but a serious attempt to force its hand is probably not far off. CC 
While there is some doubt as to whether the present steel panel headed by Prof. Shulman le 
will move, there is a possibility that the rail panel, now sitting, may come up with some h 
sort of recommendation. Ihe government will have a lot of work cut out for it to resist " 
the pressure. p 
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Driving Vargas 
TOWARD 


Peron-lType 


Socialism? 


yl. 


Te 


By V. L. HOROTH 


O. January 31, a Senhor Vargas, re- 
ferred to by his countrymen by his first 
name, “Getulio”, completed the first year of 
his five-year term as popularly elected Pres- 
ident of Brazil under the 1946 Constitution. 
Senhor Vargas, whom John Gunther once 
described as “able, friendly, and slippery” 
and as “an extremely typical Brazilian who 
in his own peculiar way epitomizes the 
national character’, is no novice at ruling. 
For nearly fifteen years, from 1930 to 1945, 
he ruled—half of the years as a benevolent 
dictator—what is often called “the demi- 
Continent of Brazil’. 

The fifteen-year “Vargas Era” has left an indel- 
ible imprint. Varge 1s struck at the entrenched rights 
of individual Brazilian states, and unified the coun- 
try politically and economically (through the 
removal of interstate tariffs) to a degree never 
attempted before. The country progressed econom- 
ically and commercially by co-operating closely with 
the United States during’ the war years. Vargas 
introduced the secret ballot, extended the vote to 
women, and gave the country some of the most 
advanced social legislation in Latin America. This 
was the bright side of the picture. 

But on the other hand, the people were given 
little chance to exercise their civil liberties. Congress 
was dissolved and labor unions abolished. The pur- 
chasing power of wage earners was cut down by 
pernicious inflation. For seven years, there was rule 
by decree and personal appointment. 

That is why the re-election of the “inveterate 
opportunist” Vargas in October 1950 was greeted 
with a great deal of apprehension both in Brazil 
and abroad. “Getulio”, who headed the ticket of 
the Social Progressive Party and of the Brazilian 
Labor Party, won by a landslide by promising much 
the same as President Truman did in 1948: the 
control of inflation, but more “protective” labor 


legislation for the worker and the maintenance of 
high prices for the small farmer. 

One of Vargas’ assets has been his almost uncanny 
knowledge of his own people and of the internal 
political climate. Brazil of today is quite different 
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thirties, and this 
know ledge has unquestionably made Vargas wary 
of ruling without Congress or of resurrecting his 


rom the Brazil of the early 


semi-Fascist “estado nuevo’, the “new state” 

Nevertheless, the first year of the second Vargas 
era has been marked by emphasis on “social justice” 
and “economic independence” , the two slogans that 
Senhor Vargas’ neighbor, General Juan Domingo 
Peron of Argentina, has been riding hard in order 
to keep himself on the crest of the popularity wave. 


Looking for a Scapegoat 


In this day and age of rampant nationalism and 
the fervent desire to end ‘‘economic colonialism’’, 
the Latin American politicos, no less than the ruling 
elasses in the new states of the Near East and 
Southeastern Asia, are using the “foreign capital- 
ist” and the “foreign exploiter” to distract popular 
attention from worsening economic conditions and 
inflation in particular. Vargas’ campaign slogan “‘o 
petroleo e nosso’ (meaning, petroleum can be ex- 
ploited only by the Brazilians) has held the same 
promise of riches for everybody as did Premier 
Mossadegh’s seizure of the Anglo-Iranian Oil Co., 
for the Persians. But apparently President Vargas, 
much like Mossadegh, has given little thought where 
the vast sums of money for research, drilling, and 
distribution of petroleum will come from. 


When Senhor Vargas took over one year ago, 
Erazil was, of course, in an infinitely better shape 
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Brazil: Foreign Trade and Production 
Overall Trade U. S. Trade With Brazil Industrial Production 
General Elect. Textile 
Exports Imports Bal. Exp. to Imp. fr. Bal. Index Power Indust. 
bill. cruz.) (mill. dollars) 1946— 100 
1939 : svete .. $62 4.99 + 63 74(a) 107 (a) — 33 62 _ = 
1945 12.20 8.75 +3.45 219 311 — 92 94 91 103 
1947 21.18 22.79 —1.61 643 445 +198 97 108 81 
1949 20.15 20.65 — .50 382 552 —170 114 133 95 
1950 ne, 24.91 20.31 +4.60 343 715 —372 121 140 100 
1951 Saas ; _ _ _ 678 911 —233 - _ LS 
1950 
3rd Qr. paeeeiiyetsce: 8.01 5.64 +2.37 102 234 —132 114 140 106 
6 are aebennees 7.81 6.71 +1.10 119 214 — 95 140 144 131 
1951 
Ist Qr. eee £6" 7.44 + .48 130 271 —141 _ — — 
2nd Qr. iateitetes oak 7.38 8.48 —1.10 159 198 — 39 ~ — = 
3rd Qr. wea ciahccdseyuvicesnssosce aE 10.18 — 1.63 204 184 + 20 _ =_ va 
4th Qr. .. a eke _ _ _ 185(b) 258(b) — 73 — = — 
(a)—1936-40 average. 
(b)—Estimated on basis of 11-month figures. 
hiemaneaial ns aie 








than Iran, or even Argentina, which the irrespon- 
sible “Peronism” was already plundering into dan- 
gerous economic confusion. The sensational rise in 
coffee prices in the fall of 1949 and the sharp rise 
in the prices of cocoa and cotton, the second and 
third largest export products, gave the somewhat 
sagging Brazilian economy a new lease on life. As 
a result of the post-Korean scramble for commodi- 
ties, Brazil soon began to build up large foreign 
exchange balances which at first were used for 
repayment of a backlog of commercial dollar debts 
amounting to about $130 million. 

Similarly, the sale of cotton to Great Britain at 
a very advantageous price enabled Brazil to liquidate 
most of her sterling arrears. In this connection it 
may be noted that Brazil, like Argentina, used some 
of her sterling balances to buy up British invest- 
ments and that the two formerly British controlled 
railway systems, the Leopoldina Co. and the Great 
Western, have been nationalized. 

















Inflation Indicators in Brazil 

















Net 
Dollar Foreign 
Notes Assets —_ Liab. Ex. 
June Cost of in in to Bank 
Each Living End of Circul. U.S. U.S. Net of Br. 
Year Sao Paulo Year (bil. cr.) (mil. of dollars) (mil. of $) 
1939 100 381939 4.0 36 32 + 4 
1945 256 1945 14.7 195 25 +170 
1947 386 1948 18.3 105 164 — 59 2 
1948 429 1949 20.0 124 137 — 13 280 
1949 414 1950 
1950 431 June sits 125 67 + 58 180 
1951 481 Dec. 26.1 226 78 +148 253 
1951 
Nov. 1951 520E Mar. seins 260 85 +175 251 
June 26.6 212 75 +117 127 
Sept. : 140 135 + 5 95 
Oct. er 133 155 — 22 54 
Nov. ane 110 50 
E—Estimated. 
ee 
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The commodity export situation has remained 
fairly satisfactory right along. A short crop of cocoa 
in Africa has advanced the price of Bahia cocoa. 
Coffee has also been firm. A larger crop expected to 
result from planting new strains of coffee trees 
which bear fruit much more quickly has not mate- 
rialized, and at the same time the economic recovery 
of Germany, once the second largest market for 
Brazilian products, has opened up a new outlet for 
any future surpluses of coffee or cocoa. 


Mounting Cost of Imports 


The post-Korean commodity prise rise may have 
helped the Brazilian exporter. But it has made it 
more difficult for the Brazilian industries which 
are dependent to a considerable extent upon imports 
of coal, petroleum, semi-finished steel and non- 
ferrous products, and many industrial chemicals. 
The Brazilian industrialist has had to pay higher 
prices for these products—if he could get them at all. 
It has been calculated that the bill for petroleum 
imports has gone up about $200 million a year, and 
for steel at least $100 million. No wonder that the 
President is determined to develop domestic petro- 
leum resources and expand steel mill production. 

Under the circumstances, the prices of finished 
products—already overpriced in comparison with 
imported foreign products—have gone up. But that 
has not been all. A long drought last summer severely 
curtailed the crops of such staples as wheat, corn, 
manioc, rice and beans. The big cities, Rio de 
Janeiro and Sao Paulo, had to rely on butter and 
canned milk from Holland and Denmark. And with 
the normal supplier of wheat, Argentina, with 
hardly any exportable surplus, Brazil has had to 
spend hard currency for Canadian and American 
wheat. 

The first consequence of this situation has been 
a deterioration of the balance of payments. As will 
be seen from our table, the net foreign exchange 
reserves of the Bank of Brazil declined some $250 
million since March 1951 and were practically ex- 
hausted ‘by the end of December 1951. The next 
thing, Brazil had to curtail imports, first of non- 
essentials and more (Please turn to page 606) 
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' Potential 


IARKET LEADERS 


FOR 1952 


By THE MAGAZINE 
OF WALL STREET STAFF 


NN 


A s every year at this time, we are submitting 
to our readers ten stocks chosen for potential mar- 
ket leaders in the current year and analyzed in 
thumbnail fashion on the subsequent pages. Our 
selection has been made after careful study and 
represents companies which we believe have the 
prospect of good business and substantial earnings, 
and whose stocks therefore hold promise of above 
average market performance this year. It is in this 
sense, that we apply the term “potential market 
leaders.” 

Considerations of mere speculative appeal have 
played a relatively minor role in selecting these 
equities from a sizeable list of likely candidates. In 
accordance with our policy, our recommendations 
are based not only on the intrinsic value of the stocks 
in terms of financial position, management, past 
record, earnings and dividend prospects plus attrac- 
tive income return, but also on technical consid- 
erations, market sponsorship and other pertinent 
factors. 

In short, we have applied all the usual criteria 
that necessarily and prudently enter the selection 
of securities. But particular emphasis has been 
placed on the forthcoming industrial and economic 
environment, an industry’s and company’s status in 
a defense economy, their operating outlook in an 
era of high costs, controls and restrictions, and 
especially also their tax positions—their vulnerabil- 
ity to high corporate income and excess profits taxes. 
In our view, proper selectivity along these lines is a 
requisite for investment success in the year ahead. 

Thus our selections consist principally of stocks 
of companies in industries with substantial demand 
prospects in the foreseeable future. All of the com- 
panies selected have few if any conversion problems, 
are of major importance to the economy and hold a 
strategic position in the defense effort such as oil, 
steel, railroads, machine tools, copper, rubber and 
paper. 

In each case, our choice has been dictated by a 
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variety of factors which we 
believe may combine to ren- 
der acquisition of these shares 
at the proper time profitable. 
Above all, under today’s con- 
ditions of high personal taxes 
and high living costs, we have 
given recognition to the need 
of attractive income yield and 
what’s more, the prospect of 
ample dividend coverage even 
in the event of declining earn- 
ings, a factor that should act 
as a positive influence on fu- 
ture market action of stocks 
so protected. 

But importantly, our atten- 
tion centered on a realistic 
appraisal of the earnings out- 
look under conditions likely 
to prevail during the balance 
of the year. Hence our inclu- 
sion of leading representatives 
of the vital industries pre- 
viously cited. 

As to the timing of pur- 
chases, our advice is to under- 
take commitments either on 
future market setbacks or 
when the current reactionary 
phase appears to be nearing its end. Determination 
of the latter depends of course on the action of the 
stock market itself. Gauging the market outlook at 
this time must take into consideration not only tech- 
nical factors and the market’s prolonged advance, 
plus underlying supporting factors such as substan- 
tial latent investment demand and the sustaining 
effects of the defense program, but also at least tem- 
porarily unsettling potentials inherent in the trend 
towards generally somewhat lower corporate earn- 
ings, present deflationary tendencies in the economy, 
possible repercussions of the March 15 tax date, and 
the always present possibility of foreign news shocks. 

The presence of these influences, plus certain tech- 
nical factors, has been mainly responsible for recent 
market setbacks and for a time at least may prolong 
current reactionary trends. Hence our timing advice 
as outlined in the preceding paragraph. We further 
suggest that our readers carefully follow the A. T. 
Miller market analysis in each issue. Mr. Miller will 

later—advise you when to sell so as to realize maxi- 
mum profits. 
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CHICAGO PNEUMATIC TOOL COMPANY 


BUSINESS: Company is a leading manufacturer of pneumatic tools, includ- 
ing riveters, drills, demolition tools, gas and diesel engines, rock bits, rock 
drills and many other items of this type. It is an important supplier to the 
oil, mining and quarry industries, with three large plants in the U. S. and 
one each in Canada and Scotland. 


OUTLOOK: The defense program is having an important stimulating effect 
on the company’s business. Earnings for the first nine months of 1951 were 
$9.08 a share, with estimates of over $11 a share for the full year. While 
the company has been a beneficiary of the sharply rising demand for tools 
of all sorts from industries involved in defense work, earnings started to 
mount as far back as 1947. For the five years ending 1951, net averaged 
$10.15 a share. Last year, the company spent about $1 million in moving its 
Cleveland, Ohio, plant to Utica, N. Y. This charge will be absent from the 
1952 return. The move is expected to increase operating efficiency. The 
company has earned a profit in every year since 1934, but the rate of 
earnings has fluctuated markedly. In recent years, however, a much higher 
plateau of earning power has been established. Pursuing a conservative 
dividend policy, the company has built up a strong financial position with 
working capital, in its latest 1950 balance sheet statement, at $20.7 million, 
more than double that of a decade ago, equivalent to about $56 a share 
on the common stock. Net property is valued at about $8 million against 
$4 million in 1941, The future outlook is in large part contingent on the 
defense program but the special demand for the company’s products seem 
assured for a considerable period ahead. A high EPT exemption base is 
another favorable factor in the earnings picture. 


DIVIDENDS: The company made payments of $3.50 in 1951 and $3.25 in 
1950. The quarterly dividend rate is 50 cents, supplemented by extras last 
year. With earnings about three times dividends, the latter should be main- 
tained at least at the 1951 rate. 


MARKET ACTION: Recent price—52 compared with a 1950-51 range of 
High—53%, low—26%e. At current price, the yield is almost 7%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
941 


950 Change 
(000 omitted) 


ASSETS 

Cash and Marketable Securities $ 2,406 $ 6,538 +$ 4,132 
Receivables, Net 4,978 6,551 1,573 
Inventories 8,383 12,213 3,830 
TOTAL CURRENT ASSETS 15,767 25,302 9,535 
Net Property 3,818 7,924 4,106 
Investments 2,259 1,944 315 
Other Assets 360 106 254 
TOTAL ASSETS : $ 22,204 $ 35,276 $ 13,072 
LIABILITIES 

Accounts Payable $ 1,180 $ 1,656 +$ 476 
Accruals 1,037 1,180 - 143 
Accrued Taxes 4,081 1,693 — 2,388 
TOTAL CURRENT LIABILITIES 6,298 4,529 — 1,769 
Reserves 130 2,130 + 2,000 
Long Term Debt 517 663 4- 146 
Preferred Stock 5,504 9,048 + 3,544 
Common Stock 3,353 4,378 + 1,025 
Surplus 6,402 14,528 126 
TOTAL LIABILITIES $ 22,204 $ 35, 276 $ 13,072 
WORKING CAPITAL $ 9,469 $ 20,773 $ 11,304 
ITD sisiisseceositesasconsosonssesseasndetontpay 2.5 5.6 3.1 
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CITIES SERVICE COMPANY 
BUSINESS: Company owns directly or indirectly controlling stock interest 
in 39 subsidiaries in the petroleum and natural gas industries. Among the 
most important is ownership of 31.4% in Richfield Oil Corp. The company 
is highly integrated in the oil industry, and no longer holds any public 
utilities. 





OUTLOOK: Cities Service ranks among the largest per share earners in 


the industry, and in the five years ended 1951, net averaged about $15 
a share per year. Earnings for 1951, with $10.81 a share reported for the 
first nine months, are estimated at around $14-$15 a share. In 1950, net 
was $14.58 a share. Sales probably reached a peak of $800 million, with 
$603 million reported for the first nine months, or an increase of about 
30% over 1950. Earnings in 1951 were maintained despite a rise of about 
$20 million in income taxes, equivalent to about $5 a share on the common 
stock. Working capital increases have been continuous, illustrating a strongly 
maintained financial position. Cash and marketable securities at $164 
million, the latest figure available, is almost $100 million higher than in 
1941. The company is engaged in extensive drilling operations, both 
exploratory and for development, and has embarked on a large program 
of plant expansion. Over $40 million worth of new plants, or addition to 
plants, are being constructed, with certificates of necessity granted on a 
sliding scale for a large part of the total. Earnings for 1952 should be at 
least as high as in the past year despite higher taxes and increasing 
amounts expended for exploration and development. Cities Service has had 
excellent results in some new drilling locations, especially in the Golden 
Trend area of Oklahoma, and has made some important natural gas dis- 
coveries. While the company is steadily increasing its oil drilling operations, 
long-term prospects are favored also by the large reserves of natural gas. 
DIVIDENDS: The company paid $5 a share in dividends in 1951, $1 quarterly 
and a $1 special. In 1950, it paid the same amount and 5% in stock. With 
earnings three times the dividend rate, an increase is indicated. 

MARKET ACTION: Recent price—108 compares with a 1950-51 range of 
High—120%, low—632. The sustained high rate of earnings and the price 
of the stock would seem to indicate a split-up some time in the future. 
At current price, the yield is 4.6%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

41 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 68,811 $164,669 +$ 95,858 
Receivables, Net fk 28,728 500 + 24,772 
Inventories 40,765 89,891 + 49,126 
TOTAL CURRENT ASSETS . 138,304 308,060 + 169,756 
Net Property 921,985 583,082! — 338,903 
Investments : 55,216 4,904 — 30,312 
Exe. of Inv. Val. in Subs. (er)53,717 7,540 61,257 
Other Assets 25,045 12,111 — 12,934 
TOTAL ASSETS ... $1,086,831 $935,697 —$151,134 
LIABILITIES 
Notes & Accounts a $ 25,112 $ 71,748 +$ 46,636 
Accruals a 22,840 27,679 4,839 
Tax Reserve . 13,533 31,991 - 18,458 
TOTAL CURRENT LIABILITIES 61,485 131,418 + 69,933 
Other Liabilities 32,092 47,305 1 15,213 
Reserves 264,988 11,777 — 253,211 
Long Term Debt 470,510 354,844 — 115,666 
Preferred Stocks 159,125 13,184 145,941 
Common Stock 37,035 38,871 + 1,836 
Surplus 61,596 338,298 276,702 
TOTAL LIABILITIES ved $935,697 $151,134 
WORKING CAPITAL . : $ 74.8 $176 442 +$ 99,823 
CURRENT RATIO p 2 2.3 a 


+ 
'—Starting 1942, S.E. C. ordered divestment of numerous utility properties. 
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GULF OIL CORPORATION 


BUSINESS: This is one of the largest oil companies, not only in the United 
States but in the world. Outside of its enormous domestic holdings, it has 
very large reserves in Venezuela; and in Kuwait, on the Persian Gulf, it 
holds a half interest in the world’s richest oi] pool. Its Canadian holdings 
are extensive. The company is highly integrated, with enormous refining 
capacity and far-flung transportation systems, including tankers and thou- 
sands of miles of pipe lines. 

OUTLOOK: Since the end of World War II, Gulf Oil has expended in the 
neighborhood of $1 billion for expansion and improvements, about 80% 
of which has been financed through retained earnings. The company is 
extremely active in finding new oil resources and has stepped up its share 
of Kuwait production to over 300,000 barrels daily. Increases are reported 
in Venzuelan production and in the aggregate output of its U. S. properties. 
About 17,000 wells are in operation, with 1000 new wells drilled a year. 
Active exploration and development is being conducted on its western 
Canadian holdings which consist of 3 million acres in Alberta, 850,000 acres 
in Saskatchewan and a quarter interest in 3 million acres in British Columbia. 
The company is also interested in the new and important Williston Basin 
in the Dakotas and Montana. Large new construction has expanded refinery 
operations, with the fluid catalytic cracking unit at its Port Arthur, Texas, 
plant of great importance. The company has an extremely competent research 
staff which is active in the new petro-chemical field, in which Gulf is a 
leader. Estimates for 1951 earnings are between $5.25-$5.50 a share com- 
pared with $4.90 earned in 1950, adjusted for the two-for-one stock split. 
The strong position of the oil industry and the dominant part this company 
plays in the industry, indicates that the outlook for profits in 1952 is 
satisfactory and that they should at least equal those of 1951. Even if 
Iranian oil production is resumed, and the Kuwait output is cut back as a 
result, the impact on total earnings should not be large. 

DIVIDENDS: The company paid $2.75 last year, including extras plus a 
100% stock dividend. This compares with the equivalent of $2 in 1950 
adjusted for the stock dividend. Total cash dividends for 1952 should at 
least equal those of 1951. 

MARKET ACTION: Recent price—55, compared with a 1950-51 range of 
High—585¢, low—2934. Based on total dividends for 1951, the yield at 
current prices is 5%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
941 


1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 31,189 $202,356 +$171,167 
Receivables, Net 34,244 116,544 ,300 
Inventories 67,558 142,386 74,828 
TOTAL CURRENT ASSETS 132,991 61,28 +. 328,295 
Net Property .... 369,578 704,723 + 335,145 
Investments . . 166,812 + 148,465 
Other Assets 20,229 11,536 — 8,693 
TOTAL ASSETS . $541,145 $1,344,357 +$803,212 
LIABILITIES 
Accounts Payable $ 32,527 $101,943 4+$ 69,416 
Accruals 19,513 13,768 — 5,745 
Tax Reserve 89,948 + 89,948 
TOTAL CURRENT LIABILITIES 52,040 205,659 + 153,619 
Unadjusted Credits 76,187 25,659 — 50,528 
Reserves 11,395 29,409 + 18,014 
long Term Debt 46,156 185,301 +- 139,145 
Capital Stock 226,905 283,631 56,726 
Surplus 128,462 614,698 486,236 
TOTAL LIABILITIES $541,145 $1,344,357 +- $803,212 
WORKING CAPITAL $ 80,951 $255,627 $174,676 
CURRENT RATIO 25 2.2 3 


FEBRUARY 23, 1952 


ILLINOIS CENTRAL RAILROAD COMPANY 


BUSINESS: This system provides the shortest route between the Great Lakes 
and the Gulf of Mexico. It operates 6,539 miles of road and serves the 
immense agricultural empire of the Mississippi, the important coal areas of 
Southern Illinois, the iron and soft coal regions of Alabama and the growing 
industrial and lumber areas of the South. 


OUTLOOK: Aided by strikingly large earnings for over a decade, the 
company has reduced fixed debt by over $150 million since 1941, enabling 
it to cut annual fixed charges by over $6 million in this period. At the 
same time that it liquidated almost half its funded debt, it expended very 
large sums for new equipment and other improvements. In the five years 
ended 1950, it spent $111.4 million, including $83.9 million for equipment. 
Owing to its proximity to large coal areas which it serves, it is more eco- 
nomical for the road to use steam locomotives. However, it is increasing its 
percentage of dieselization, with 125 Diesel engines in operation at the 
end of 1950 compared with 52 in 1945. While freight tonnage has increased 
only moderately since 1945, revenue per ton mile has gained substantially 
and it now amounts to about $12.58 compared with $9.89 in 1945. This 
explains the higher net operating revenues despite higher costs, principally 
wages. Very large earnings have accrued in the past five years. Including 
an estimated $11.50 a share for 1951, earnings have averaged $13.65 a 
share for this period. Of importance to long-range prospects is the expansion 
in coal-burning electric utilities in the Ohio and Tennessee river valleys, 
which will increase the road’s coal traffic. Also, the servicing of atomic 
energy plants in the South will aid in increasing revenues. Of additional 
interest are the company’s valuable real estate holdings in Chicago from 
which it is deriving revenue through the sale of “air rights’ over these 
holdings to the Prudential Life Insurance Co. 


DIVIDENDS: The current rate is $3 annually and a moderate increase is 
indicated. A considerably higher rate would be within the range of actual 
earning power, were it not for the need to provide for bond maturities 
during the coming year. 


MARKET ACTION: Recent price—59 compares with a 1950-51 range of 


High—75'2, low—34'4. At current price, the yield is about 5%. 
COMPARATIVE BALANCE SHEET ITEMS 
Eenuiien 31 
1950 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 82,979 $ 76,942 —$ 6,037 
Receivables 14,087 23,758 : 9,671 
Materials & Supplies 16,509 18,835 2,321 
TOTAL CURRENT ASSETS 113,575 119,535 5,960 
Investment in Road & Equip., Net 511,931 516,079 4,148 
Other Investments 13,515 16,435 2,920 
Other Assets 5,650 5,089 561 
TOTAL ASSETS $644,671 $657,138 $ 12,467 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 63,030 $ 71,552 $ 8,522 
Reserves 4.109 4,109 
Unadjusted Credits 22,382 17,757 4,625 
Other Liabilities 12,463 12,524 : 061 
Funded Debt 256,818 216,268 - 40,550 
Preferred Stock 18,646 18,646 
Common Stock 135,799 135.799 
Surplus 131,424 184,592 -+ 53,168 
TOTAL LIABILITIES $644,671 $657,138 +$ 12,467 
WORKING CAPITAL $ 50,545 $ 47,983 $ 2,562 
CURRENT RATIO 1.8 1.6 = 
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KENNECOTT COPPER CORPORATION 


BUSINESS: This is the largest U. S. copper producer, and one of the greatest 
in the world. Company's capacity is over 1 billion pounds, and it ranks 
second in molybdenum; also produces gold, silver and zinc, and has 
become heavily interested in titanium. 


OUTLOOK: World-wide demand for copper at favorable prices, combined 
with low production costs, has greatly increased earnings in the past two 
years. Earnings for 1950 amounted to $8.15 a share, with $8.25 a share 
estimated for 1951. Shortage of copper still prevails though there are 
indications that current tightness of supply may ease somewhat toward the 
end of the year. In the meantime, prices are strictly controlled, affording 
a substantial operating profit on the basis of current high production and 
sales. Though taxes are rising, higher sales and the current satisfactory price 
level for the metal should permit continuation of the current rate of earn- 
ings throughout the year. Expansion of company mines, both domestic and 
those in Chile, is continuing. Aside from large capital expenditures, including 
those for the new 144,000-ton refinery, Kennecott has taken some important 
steps in gold mining through the $13 million acquisition of two important 
gold mining companies in South Africa. Another development with great 
potentialities is its joint venture, together with New Jersey Zinc, into 
titanium production in Canada, through their ownership of Quebec Iron & 
Titanium Corp. Kennecott owns two-thirds of the latter and New Jersey Zinc, 
one-third. A great increase in demand for titanium awaits increased produc- 
tion and Kennecott, through its new acquisition has placed itself in a strong 
position to take advantage of the growth in this new metal. The Quebec 
deposits are among the largest in the world. Together with its basic position 
in copper, titanium offers the company a strong base for future operations. 


DIVIDENDS: The company paid $6 a share last year, including a $2.25 year- 
end distribution. In 1950, it paid $5.50. Earnings prespects are such that 
continuation of last year’s rate can be expected. ‘ 


MARKET ACTION: Recent price—85, compares with a 1950-51 range of 
High—92%, Low—49'%4. At current prices, the yield is 7.0%. The present 
high price for the stock suggests the possibility of an eventual split-up. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

941 1950 Change 
ASSETS (000 omitted) 
Cash $ 84,024 $ 65,551 —$ 18,473 
Marketable Securities 42,445 159,280 + 116,835 
Receivables, Net 19,035 34,205 + 15,170 
Inventories 48,920 66,471 + 17,551 
TOTAL CURRENT ASSETS 194,424 325,507 +- 131,083 
Net Property 235,432 263,960 + 28,528 
Investments 3,592 37,188 + 33,596 
Other Assets 2,635 4,831 + 2,196 
TOTAL ASSETS $436,083 $631,486 +$195,403 
LIABILITIES 
Accounts Payable $ 5,300 $ 17,607 +$ 12,307 
Accruals 37,969 5,640 — 32,329 
Tex Reserve 7,721 53,638 1 45,917 
TOTAL CURRENT LIABILITIES 50,990 76,885 + 25,895 
Other Liabilities 441 a -- 441 
Reserves 15,365 2,934 — 12,431 
Capital Stock 53,199 53,199 ae 
Surplus 316,088 498,468 + 182,380 
TOTAL LIABILITIES $436,083 $631,486 +$195,403 
WORKING CAPITAL si $143,434 $248,622 +$105,188 
CURRENT RATIO 3.5 4.2 oo 4 
580 


NATIONAL STEEL CORPORATION 


BUSINESS: Company is fifth largest in the industry and will have a capacity 
of 6 million tons by the end of 1952, exclusive of a future $400 million 
plant to be built at Camden, N. J. Products are mainly sheets for the auto- 
mobile industry and tin plate for the canning industry. Plants are strategically 
located in Detroit and Weirton, West Va. 


OUTLOOK: Because of favorable mill location and low overhead, this 
company has consistently made a better showing for many years than any 
of the others in the industry. Plant layout and modern equipment are factors 
in contributing to high operating efficiency. An important feature is that 
the company has been able to show a profit, even when conditions were 
generally poor in the steel industry. Thus, for over two decades, since 
organization, it has shown a profit in each year. Earnings last year were 
affected by a tax bill of $99 million, an increase of $33.9 million over the 
previous year. The increase in taxes was equivalent to about $4.56 a share. 
Earnings after taxes were $45.2 million, or $6.15 a share, compared with 
the previous year’s figures of $55.7 million and $7.85 a share. Balance 
sheet figures for 1951 have not yet been released but the company’s finances 
are characteristically strong. At the end of 1950, it had cash and marketable 
securities of $121 million compared with $20 million a decade ago. Working 
capital increased in this period from $39 million to $161 million. All 
improvements during the past ten years have been financed through retained 
earnings; at the same time there was a reduction of $205 million in bonds 
and $1.5 million in notes. In 1950, the sum of $24.5 million was expended 
for property additions, with an additional program of $130 million started 
last year. The growth of National Steel over many years has been consistent, 
with prospects of still further growth in the future which will be enhanced 
after construction of the new $400 million plant. Earnings over the past ten 
years have been about $9 a share. With this well-established earning power 
and strong financial position, it is not surprising that the stock has attained 
better-than-average investment rating. 


DIVIDENDS: The company pays dividends of $3 annually. Last year’s cover 
age was double the dividend rate and the earnings outlook for this year 
would indicate that the current rate is secure. 


MARKET ACTION: Recent price—48, compares with a 1950-51 range of 
High—56, Low—29%¢. The yield at current price is over 6%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


941 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 20,167 $121,220 +$101,053 
Receivables, Net 15,254 47,143 + 31,889 
Inventories 35,705 51,631 + 15,926 
TOTAL CURRENT ASSETS 71,126 219,994 + 148,868 
Net Property . 163,734 183,628 + 19,894 
Investments 9,931 12,705 : 2,774 
Other Assets 3,759 3,481 - 278 
TOTAL ASSETS $248,550 $419,808 +$171,258 
LIABILITIES 
Notes & Accounts Payable $ 16,385 $ 34,310 +§ 17,925 
Accruals 2,380 9,676 -- 7,296 
Accrued Taxes 13,355 14,717 + 1,362 
TOTAL CURRENT LIABILITIES 32,120 58,703 + 26,583 
Reserves 5,202 30,039 +. 24,837 
Long Term Debt ..... ; iaaiat ee 60,931 40,000 — 20,931 
Capital Stock : Eeulaias 54,866 73,620 + 18,754 
Surplus SAS western 95,431 217,446 + 122,015 
TOTAL LIABILITIES . : $248,550 $419,808 +$171,258 
WORKING CAPITAL edie $ 39,006 $161,291 +$122,285 
CURRENT RATIO 22 4 + 15 
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SOUTHERN RAILWAY COMPANY 


BUSINESS: Company operates in all Southern states east of the Mississippi, 
excepting West Virginia. It directly operates 6,345 miles, in addition to 
1,304 miles operated by controlled companies. Traffic is well diversified, with 
soft coal the principal freight item. Other important tonnage is derived 
from cotton, lumber, iron and steel products and tobacco. 


OUTLOOK: The company serves a region which has become one of the 
most prosperous in the United States, especially in the past decade which 
has witnessed an important shift from agriculture to industry, based on the 
abundant natural and manpower resources of the area. During this period, 
Southern Railway has benefitted greatly from the economic revolution which 
has taken place in its territory. As a result, from a poor earner in the 1930's, 
it has become one of the most prosperous rail systems in the country. Since 
1941, it has earned annually over $10 a share on the common in all but 
three years. In 1950, it earned $14.94 a share and in 1951, $12.21 a share. 
This is an excellent record, considering that most of the country’s roads 
were unable to make up for last year’s rise in the cost of operation, despite 
high sustained traffic. Control over costs is aided by the increasing dieseliza- 
tion of the company’s hauling equipment, with 80.3% of gross ton miles 
handled by Diesel locomotives. At the end of 1950, the road had 434 
Diesel locomotives against only 156 in 1946. Contracts have been let for 
an additional 100, at a cost of $16.5 million. The company has been 
steadily reducing its long-term debt and thereby its annual fixed charges. 
Debt has been cut to less than $240 million from $281 million in 1941, 
and annual fixed charges are now about $12.8 million against $15.9 million 
a decade ago. Approaching bond maturities are holding dividend payments 
down to very conservative figures. However, long-term prospects for this 
strategically placed and excellently managed road are very favorable and 
should ultimately produce higher dividends. 


DIVIDENDS: The stock is on a $4 dividend basis, compared with $3 in 
1950. Despite approaching bond maturities, the rate could easily be raised 
though such an increase may have to be deferred temporarily. However, 
the current yield of slightly under 8% is attractive. 


MARKET ACTION: Recent price—51 compares with a 1950-51 range of 
High—5612, Low—32%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

1941 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 32,684 $ 53,333 +$ 20,649 
Receivables, Net ; 8,416 22,903 + 14,487 
Materials & Supplies e 8,797 17,102 + 305 
TOTAL CURRENT ASSETS 49,897 93,338 + 43,441 
Property 543,383 649,401 -+ 106,018 
Reserve for Deprec. & & Amort. sade (er) 104,831 + 104,831 
Investments 55,937 75,447 + 19,510 
Other Assets : : 4,699 6,867 + 2,168 
TOTAL ASSETS .. ; $653,916 $720,222 +$ 66,306 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 29,323 $ 73,364 +$ 44,041 
Accrued Depreciation 41,011 — 41,011 
Other Unadjusted Credits 7,132 10,188 + 3,056 
Other Liabilities : 7,436 8,276 + 845 
Funded Debt 281,146 241,476 — 39,670 
Preferred Stock Kk CC eee 
Common Stock 129,820 Lt eee 
Surplus .. _ 98,048 197,097 + 99,049 
TOTAL TOT) eer . $653,916 $720,221 +$ 66,306 
WORKING CAPITAL ........... $ 20,574 $ 19,974 6 
CERIN RON oof sooo sc cansscpsssccssenceasoancansacencrsees 7 1.3 
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UNITED STATES RUBBER COMPANY 


BUSINESS: One of the four leaders in the industry with output well diversi- 
fied in all divisions: tires, footwear and general products, mechanical rubber 


goods, chemicals, synthetic rubber and rubber textiles; also owns rubber 


plantations in Malaya and Sumatra. 


OUTLOOK: Reflecting the heavy demand for all kinds of rubber products 
and higher average prices, sales were probably in the neighborhood of 
$840 million in 1951 compared with $696 million in 1950. Earnings are 
estimated at around $14 a share against $11.04 the previous year, and 
an increase of $6.50 a share over the average for 1947-49. This is an 
unusually fine record of earnings considering that income taxes last year 
were probably near $75 million, a rise of $45 million over 1950. The tax 
increase alone amounted to $25 a share on the common stock. It is expected 
that tire shipments will expand during the present year. Since military work 
is offsetting mixed trends in non-tire lines, total sales should continue to 
gain and probably will break all records in 1952. Were it not for high 
taxes, it is likely that there would be another increase in net income but, 
in any cose, last year’s levels may be maintained. At present price of 
around 80, the common stock is selling 5.7 times earnings, about on a par 
with Goodrich ond Goodyear. Working capital of $175 million (Sept. 30, 
1951) is about double that of a decade ago. With the easing in the rubber 
supply situation, caused partially by a lessening in government stock-piling 
of natural rubber and a steady increase in synthetic rubber manufacture, 
the company should have no difficulty in maintaining production at high 
levels. The company is a leader in the foam rubber field with rapid expan- 
sion in the manufacture of various forms of this product a feature of 
current operations. The new Marvinol vinyl resin brought out in 1949 is 
also meeting with heavy demand and plans for an increase in production 
have been made. Expansion of international business is continuing with 
sales abroad increasing more than four-fold. 


DIVIDENDS: The company paid $6 a share in dividends last year and $5 
in 1950. Recently, it was recommended that the shares be split three-for-one. 
Based on prospective large earnings, current dividends are well covered, 
offering the possibility of a further increase. 


MARKET ACTION: Recent price—80 compares with a 1950-51 range of 
High—86, Low—37%2. The current yield is 7.5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 Sept. 30 

1941 1950 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 38,965 $ 66,969 +$ 28,004 
Receivables, Net 39,184 118,450 + 79,266 
Inventories 76,666 169,261 + 92,595 
TOTAL CURRENT ASSETS 154,815 354,680 + 199,865 
Net Property 66,953 97,540 30,587 
Investments 1,781 4,114 + 2,33 
Other Assets : 1,155 4,929 a+ 3,774 
TOTAL ASSETS $224,704 $461,263 +$263,559 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 66,464 $178,781 +$112,317 
Other Liabilities 419 2,004 + 1,585 
Reserves 7,727 11,221 + 3,494 
Long Term Debt 37,947 77,744 + 39,797 
Preferred Stock 65,109 65,109 
Common Stock 17,390 17,611 + 221 
Surplus 29, 108,793 + 79,145 
TOTAL LIABILITIES : : $224,704 $461,263 +$236,559 
WORKING CAPITAL Sada da siso spanner $175,899 +$ 87,548 
GORE IGT TTI oi inssccccssncscccsvccsencees 2.3 2.0 -- 3 
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UNITED STATES STEEL CORPORATION 


BUSINESS: This is the world’s largest steel and iron producer and accounts 
for approximately one-third of the nation’s output. Owns and controls 
ample resources of practically all the raw materials used in steel making, 
as well as extensive transportation systems, including shipping and _ rail- 
road facilities. 


OUTLOOK: The company is engaged in a vast program of additions and 
replacements, which amounted to $352 million in 1951, with $603 million 
to be completed. Total capacity will have reached about 36.4 million tons 
by the end of 1952. Such figures have never before been approached in the 
company’s history. A remarkable feature is that the huge sums for improve- 
ments have been financed entirely out of earnings. Net profit for the final 
quarter of 1951 was $49.2 million, or $1.64 a share on the common, against 
$27.9 million, or 83 cents a share, in the third quarter. The latter, however, 
included $17.5 million, or 67 cents a share, for retroactive tax increase 
applicable to the first six months of 1951. Total 1951 earnings were $6.08 
a share compared with $7.29 a share the previous year. Federal taxes, at 
$398 million, were $164 million higher than in 1950, and this increase 
amounted to $6.30 a share. Thus, the increase in 1951 sales of about $575 
million did not fully compensate for the higher taxes and costs, leading 
to a 16% decline in per share earnings. However, the earnings for 1951 
were still substantial and as the outlook is for sustained operations at high 
levels throughout the year, indications are that 1952 earnings should at least 
approximate those of the preceding year, assuming, of course, that any 
wage rise following present negotiations is compensated for by an equiva- 
lent rise in steel prices. The stock itself is selling at a moderate ratio of price 
to earnings, namely 6.6 times earnings, with the $3 dividend covered about 
twice, thus affording ample protection. Even a mildly favorable settlement 
of present wage negotiations may produce a higher market for the shares. 


DIVIDENDS: The current rate is 75 cents quarterly, with an indicated yield 
of 7.5% on last year’s $3 dividend. 


MARKET ACTION: Recent price—40 compared with a 1950-51 range of 
High—47%4, Low—25%4. The stock was split three-for-one in 1949. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
941 


1950 Change 
ASSETS (000 omitted) 
Cash $282,062 $ 259,291 —$ 22,771 
Marketable Securities 69,148 213,561 + 144,413 
Receivables, Net 140,600 215,376 + 74,776 
Inventories 291,651 391,110 + 99,459 
TOTAL CURRENT ASSETS 783,461 1,079,338 -- 295,877 
Net Property 1,106,993 1,386,610 + 279,617 
Fund for Capital Expend. 60, 264,000 + 204,000 
Investments 24,143 24,904 t 761 
Other Assets 70,424 74,334 + 3,910 
TOTAL ASSETS $2,045,021 $2,829,186 +$784,165 
LIABILITIES 
Accounts nae $ 94,924 $ 282,158 +$187,234 
Accruals 31,713 29,917 — 41,796 
Accrued Tax 161,030 325,445 + 164,415 
TOTAL CURRENT LIABILITIES 7 ,667 637,520 + 349,853 
Other Liabilities 41,683 — 41,683 
Reserves 120,894 114,715 — 6,179 
Long Term Debt . 181,238 61,782 — 119,456 
Preferred Stock . 360,281 360,281 Aes 
Common Stock 652,744 870,325 + 217,581 
Surplus 400,514 784,563 + 384,049 
TOTAL LIABILITIES ; $2,045,021 $2,829,186 +$784,165 
WORKING CAPITAL $ 495,794 $ 441,818 —$ 53,976 
CURRENT RATIO 2.7 Ef oo a 
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WEST VIRGINIA PULP & PAPER CO. 


BUSINESS: Company is one of the largest manufacturers of white papers, 
such as magazine, book, bond paper, etc. It is also one of the most 
important manufacturers of kraft paper and corrugation material. Additional 
revenues are derived from chemical by-products. 


OUTLOOK: Despite higher taxes and costs, the company has been able to 
maintain earnings at a satisfactory level, though 1951 figures were off 
from the preceding year. Earnings for the fiscal year, ended Oct. 31, were 
$10.80 a share compared with $12.93 in 1950. For the five years ended 
Oct. 31, 1950, average earnings were in the neighborhood of $11 a share. 
Aggregate earnings of $56 a share for the period were far in excess of 
dividends which amounted to $19 a share. This large surplus of undistributed 
profits enabled the company to finance extensive additions to plant and 
other improvements in the amount of well over $50 million. The company 
owns some of the largest paper mills in this country and has protected itself 
with large timber holdings. Paper-making machinery is of the most modern 
design, the company being a leader in this respect. Although past additions 
and improvements have been extensive, the company’s expansion plans over 
the next few yeors call for the expenditure of an additional $50 million. 
This will include new plant facilities and additions to timber holdings. In 
order to provide in part for this projected expansion, the company sold $20 
million debentures last October. Before this financing, the company had a 
working capital of $42.3 million, with cash and marketable securities of 
$44.7 million. The future is satisfactory as demand for white paper and 
paper board is expected to continue strong and most prices firm. The com- 
pany is one of the leading low-cost producers and strongly entrenched in 
the industry. 


DIVIDENDS: The company paid $4 a share in 1951, consisting of four 
quarterly dividends of 50 cents each and a year-end payment of $2 a share. 
This dividend seems secure in view of the wide coverage of earnings. 


MARKET ACTION: Recent price—77, compared with a range of 1950-51 


High—98'2, Low—44'%4. At current price the yield is 5.2% 
COMPARATIVE BALANCE SHEET ITEMS 
October 31 
42 195 Change 

ASSETS (000 omitted) 
Cash .. $ 6,989 $ 13,022 +$ 6,033 
Marketable Securities 4,207 31,749 27, on 
Receivables, Net 4,785 5,355 570 
Inventories 9,497 14,145 4,648 
TOTAL CURRENT ASSETS 25,478 64,271 38,793 
Net Property . : 36,438 67,980 31,542 
pe Seam var 713 - 1,730 

er Assets ‘5 1,302 - 199 
TOTAL ASSETS $ 65, B60 $134,266 +$ 68,406 
LIABILITIES 
Accounts ae $ 1,659 $ 5,403 +$ 3,744 
Accruals : 234 143 -- 091 
Accrued Taxe' 4,439 16,364 + 11,925 
TOTAL CURRENT LIABILITIES 6,332 21 ‘910 + 15,578 
SS TORO TT 600 ; “= 600 
Funded DE RRR SS 5,598 20,000 + 14,402 
Preferred Stock .. 15,583 12,681 — 2,902 
Common Stock .................. , 27,831 5, + 17,169 
Surplus .. . Saas ; 9,916 34,675 + 24,759 


TOTAL LIABILITIES .. 
WORKING CAPITAL . s 
CURRENT RATIO 


$ 65,860 $134,266 +$ 68,406 
$ 19,146 $ 42,361 
4.0 


+$ 23,215 
1.1 
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By STANLEY DEVLIN 


| Corporation, one of the domi- 
nant concerns in the building industry, enjoyed a 
remarkably successful year in 1951, breaking all 
records for sales and profits. This is a particularly 
noteworthy accomplishment in view of the fact that 
the building industry was hampered throughout the 
year—and still is—by government-imposed restric- 
tions arising from the defense program. That the 
company was able to overcome these difficulties with 
comparative ease attests to its strongly-entrenched 
and favorable position in the industry, and to the 
skill and foresight of its management. 

Johns-Manville, naturally, depends primarily on 
the volume of building activity, with the construc- 
tion of new homes playing an important part in its 
business. Hence it would be supposed that the decline 
in the construction of new home units from 1.4 
million in 1950 to about 1.1 million in 1951 would 
have brought in its wake a proportionate decline in 
profits. This, however, was not the case. Sales in- 
creased from $203 million in 1950 to $238 million in 
1951, and net earnings, despite higher taxes and 
costs, rose from $22.8 million to $24.5 million, a 
figure that would have been substantially larger had 
it not been for the $7.3 million increase in total 
income taxes. 

This gratifying accomplishment is not a surprise 
to those who follow the affairs of the company 
closely, as it represents the culmination of years of 
planning in the development of new markets, in the 
enlargement of its resources in raw materials, in the 
expansion and modernization of its plants, and in 
the promotion of its research department, the largest 
and most important of its kind in the world. As a 
result of this broad program, the company which 
was originally confined to the manufacture of a 
limited number of products from asbestos, is to-day 
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an enormously diversified concern, supplying prac- 
tically all industries with an increasing range of 
many products. 

Under this program of continuing diversification, 
the company finds itself not so exclusively dependent 
on new home construction as formerly. While two- 
thirds of its revenues are derived from supplying the 
building industry with various insulating and build- 
ing materials, replacement and modernization offers 
an increasingly large market now estimated at about 
30% of the total volume. Since replacement and 
modernization work tends to reduce the risk of 
fluctuations inherent in the volume of new building, 
the company has wisely chosen to develop this 
branch of the business. This helps to account for the 
fact that the decline last year in new home units 
was offset by an increase in other branches of the 
company’s business and, hence, was absorbed, as 
shown in the earnings statement. 

Another factor in the rise of sales last year was 
that non-residential building increased substantially 
as a result of plant expansion and public and com- 
mercial construction. The effect of this was seen 
in the last few months of the year, when the com- 
pany rapidly approached capacity operations. Indi- 
cations are that full production levels will be main- 
tained throughout at least the first half of 1952. 


No Real Slump in Building Anticipated 


Apparently, the estimated decline in projected 
national construction in 1952 of about $2.3 billion, 
exclusive of public utilities, will not affeet the com- 
pany adversely. It is true that the bulk of this 
decline will come from lessened activity in resi- 
dential building. However, considering Congress’s 
lack of enthusiasm for the tight regulation covering 
mortgage terms, under Regulation X and kindred 
restrictions, it is likely that the threat of any real 
slump in building would encourage the legislators to 
take steps to ease these restrictions. It was noted 


583 




























| ee 0 


ar2e -_ “= _ —- 


last August that when the tightened curbs on build- 
ing threatened a drastic reduction in residential con- 
2 gi activity, restrictions were promptly re- 
axed. 

Other divisions of the company are quite busy. 
Principal among these are: friction and acoustical 
materials, industrial and commercial insulation, as- 
bestos-cement pipe, asbestos fibre, various road and 
bridge construction materials, floor tiles, and dia- 
tomaceous earth products. In this connection, the 
newly completed facilities for the manufacture of 
floor tile at the Waukegan, IIl. plant call attention to 
this rapidly growing branch of the company’s activi- 
ties, which is considered to have a wide field of 
application. The company has also announced virtual 
completion of facilities at Lompoc, Calif. for the in- 
crease of present Celite (diatomaceous silica) prod- 
ucts capacity. 


Large Asbestos Resources 


Control of large sources of asbestos is of funda- 
mental importance to the company as most of its 
products are derived from this mineral. This is par- 
ticularly true at the present time, with Russia, one 
of the three great producers together with Canada 
and Africa, eliminated from the world markets. For- 
tunately Johns-Manville in its two great Canadian 
mines, the Jeffrey mine at Asbestos, Quebec and the 
Munro mine, which was begun in 1949 and only 
reached full production last year, has provided itself 
with adequate reserves of the vital mineral. 

To provide for continued large-scale production 
from the Jeffrey mine which is approaching the end 
of its open-pit operations, the company has made 
extensive additions to underground mining facilities 
which will eventually supersede the former method. 
These new operations have been undertaken despite 
the fact that underground mining will raise costs. 
However, the company rightly attaches more im- 
portance to securing the necessary supplies of the 
raw material. Incidentally, asbestos prices, short 
fibre, have increased about 25% since 1950 which 
should tend to offset higher costs of mining opera- 
tions. The Munro mine is estimated to have a life of 
25 years at full capacity operations. 

The importance of asbestos to the operations of 
Johns-Manville may also be appreciated from the 
fact that the value of brake linings and clutch fac- 
ings of asbestos sold to the automobile industry in 


recent years has probably equalled $35-$40 million, ' 
The largest single asbestos item, siding shingles, jj} 


followed in order of importance by corrugate 


sheets, asbestos-cement board, and roofing shingles,| — 


These feed an enormous variety of industries, both 
civilian and defense-related. 

Of growing importance is the use of asbestos. 
cement pipe in the construction of such supply sys. 
tems as water and sewage. The research department 





of the company has perfected the manufacture of 


such pipe from the standpoint of utility and cost 


an extent that places it in direct competition with 


other types of pipe including iron pipe. This product 


is also in growing demand for flues, stacks, vents, 
the conveyance of gases and processing fluids. 
While the company’s domestic operations, con. 
ducted in 20 plants, are basic to the prosperity of the 
business, international operations play an impert. 
ant part and are destined to grow in significance, 
Income from foreign business, mainly from the sale 
of asbestos fibre, reached a new high in 1951. Sales 
of Canadian Johns-Manville Co. Ltd. were $58 mil. 
lion, almost half of which were sold to other Johns. 
Manville companies. In 1950, total sales were $4] 
million. This large increase was accounted for 
partly by the higher asbestos prices and in part |v 


the rising Canadian demand. The company is ener. 
getically exploiting the Canadian market, which ob. 


viously has a very large potential. 

Increasing world demand is also a factor and the 
company has underway an important program to 
assure a world-wide market for the fibre. This per- 
mits integration of fibre grades sold abroad with 
the company’s special grade requirements and thus 
promotes a better balance in production and distri- 
bution of the fibre from the mines. It is also an 
increasingly important element in the cost factor 
and is one of the illustrations of how Johns-Manville 
manages to control its costs efficiently. 


Foreign Service Activities 


The company is additionally promoting a program 
to supply foreign companies with technical skill 
know-how in the production of various products. 
Under this program, arrangements are made to pay 
Johns-Manville for its services either in the form of 
direct fees, or royalties and stock. This is in addi- 
tion to selling and exporting activities conducted 
through agents in 101 foreign countries. 
































sooeeitinndiaiieenanes cetiatietnesamemadeadl 
Long Term Operating and Earnings Record 
Percent 
Net Operating Income Net Net Net Div. Earned on 
Sales Profit Operating Taxes Income Profit Per Per Invested 
{Millions} Margin (Millions)—— Margin Share Share Capital Price Range 
1951 . sedssaeste ROBO $ 48.63 20.4% $24.1 $24.5 10.3% $ 7.75 $ 4.25 19.3% 73%4-472 
1950 beestasayapechieaabeongssee , 203.2 37.6 18.5 15.7 22.8 fe 4 7.22 3.50 19.7 5014-3614 
1949 . gsascebbslicniesivaneacndeeeds 162.5 22.3 13.7 7.8 14.3 8.8 4.83 2.50 14.1 50%-30%% 
SPIE eviscanchnvsusoueustihes 173.4 24.7 14.2 9.6 15.4 8.9 eB 2.00 16.3 42-33% 
1947 . Scotus pans vessbaensecsiiesueie essa 15.0 11.2 5.7 9.4 7.0 3.18 1.40 11.1 464-37 
Ly! osiisaibautsanspspsnnenssaaredahagsite: REE? 5.6 6.1 a 5.8 6.3 1.96 1.18 75 55%-38% 
UIE sins vespapsnccheankcveeeatantoabobonsins ee . 859 6.9 8.0 1.5 5.0 5.9 1.90 1.08 6.9 48%-3312 
DOIN axsEasannctssesasideacend inet sebwseacencseaseuyes 101.2 13.5 13.3 7.1 5.4 5.4 2.13 91 10.0 35 -28% 
BOR his axlesiedoaticniareaneshs 107.4 av2 16.0 9.4 4.6 4.3 7s 75 8.5 3034-23% 
1, EE LL OER DERE Sree: 108.0 23.8 22.0 14.7 Fee] 5.1 2.11 5 10.7 24-16% 
10 Year Average 1942-51 «0.0.0... $140.5 $215 14.3% S95 $11.2 7.3% $ 3.80 $ 1.83 12.4% 73%4-16% 





1_Includes refund credit of $1.6 million. 
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2—To February 4, 1952. 


3—Pre Tax income. 
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Earnings in 1951 amounted to $7.75 a share com- 

ared with $7.22 a share in 1950, despite an increase 
of about $3.15 a share in taxes, income and miscel- 
laneous. Efficiency in operations is indicated by the 
exceptional figure of 20.4% for the operating mar- 
gin, compared with 18.5% the year previous. This 
is the highest ratio on record, with the exception of 
1942. In the years 1947-49, the ratio averaged about 
13%. The company states its percentage of net earn- 
ings to sales in 1951 as 10.3%, a moderate decline 
from 1950 when the ratio was 11.2%, the difference 


being accounted for by the large increase in taxes. 
Good Return on Invested Capital 


The percentage earned on the invested capital of 
$127 million was 19.3% compared with 19.7% in 
1950. This is far in excess of any showing in the past 
decade when, apart from 1950-51, the average for 
the 8 years starting 1942 was only about 10%. These 
figures are important as they show that, though the 
increase in invested capital rose from $51 million 
in 1942 to $127 million in 1951, it was utilized on 
a growing scale of operating efficiency. As this 
seems to be a long-term trend, it is likely that fur- 
ther additions to plant and facilities, providing for 
future growth of sales, will be accompanied by a 
similar efficiency factor as witnessed in the past 
decade. 

All of the stated increase of about $60 million, be- 
fore depreciation, in the property account was 
financed through retained earnings which amounted 
to about the same figure during the decade. This was 
a noteworthy record considering that $55 million 
was paid out in dividends. 

The company’s exceptionally strong financial po- 
sition is further indicated by the company’s official 
statement that it is not likely to stand in need of 
borrowing for several years to come and that, as a 
result, credit facilities of $20 million established 
with Metropolitan Life Insurance Co. and Mutual 
Life Insurance Co. were permitted to lapse at the 
end of last year. Only $5 million 2.7% notes payable 
by 1967 to the two insurance com- 





Comparative Balance Sheet Items 





December 31 
1942 1951 
(000 omitted) 


Change 





ASSETS 

Cash & Marketable Securities $ 26,525 
Notes & Accounts Receivable 13,666 
Inventories a 11,856 
TOTAL CURRENT ASSETS 52,047 
Net Property cs ae 25,285 
Deferred Expend. Funds : 
Investments . 3 239 
Other Assets 2,422 
TOTAL ASSETS $ 79,993 


LIABILITIES 

Accounts Payable & Accruals $ 4,460 
Tax Reserve 15,197 
TOTAL CURRENT LIABILITIES 19,657 
Reserves gana 8,494 
Long Term Debt 
Preferred Stock 
Common Sotck 
Surplus . 

TOTAL LIABILITIES $ 79,993 $176,508 
WORKING CAPITAL $ 32,390 $ 27,994 


CURRENT RATIO 2.6 1.8 


$ 14,116 
24181 + 
24,889 + 
63,186 -- 
75,069 - 

33,273 a 

1 
ae 


—$ 12,409 
10,515 
13,033 
11,139 
49,784 
33,273 
1,996 
323 
96,515 


2,235 
2,745 
$176,508 


$ 13,599 
21,643 
35,242 

9,006 
4,996 


ww 


9,139 
6,446 
15,585 
572 
4,996 
3,000 
40,993 
37,369 


3,000 
17,000 
31,842 


57,993 
69,211 


++1+++4+4 


count which has now been reduced by $10 million. 
This has been transferred to the fund for deferred 
expenditures, partly in order to provide for future 
capital requirements. It is important to note that 
the working capital figure given above does not 
include the fund for deferred expenditures which 
amounts to $33 million and consists almost entirely 
of U. S. Treasury obligations amounting to $30 mil- 
lion. If this amount were added to working capital, 
total liquid assets would stand at $61 million, an in- 
crease of almost $6 million over the previous year 
and amounting to about $20 a share on the 3.1 mil- 
lion outstanding shares of common stock. 

The outlook for the company seems fairly certain 
for the first half of this year. While restrictions of 
credit and tighter (Please turn to page 602) 


























panies. ' ,__JOHNS-MANVILLE CORP, iM -——_— = cen oa 
Working capital last year de- 4 aa PCR A sade. ——| Adjusted | ; | 
creased by about $4.5 million, Materials | —— a , 90 
from $32.4 million to $27.9 mil- | ai {fff — : iHigh — 81 1 | 
lion, accounted for by an increase ~|———}———_}— a SS OST jLlow - 38 — ‘80 | 

of $8 million in taxes payable a aRCAaee RSG SO es set at | 
which was partially offset by | RAT SER SC SNES Si ta 
an increase of $3.7 million in Thong Term Debt: $5,333,803 ‘ ae 

inventories. The company uses ‘Shs. Common 3,162,118 - no par eae qe 
60 


the LIFO method of accounting 


Dec. 31 





and thereby excludes illusory [|——> 
profits and losses from inventor- 
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ATi st te A 
ies caused by price changes. It [-——+ -— a He ‘ 
accordingly can be accepted that |——}+——-— 7 { ae olf ih bie 
the $3.7 million increase in the ———>————_> aaa 3: OR vA ae f ——] 
value of inventories is genuine [——-—— i ly: — 
and will later on show up as a [OT = tyre ——— +—— | | 30 
legitimate factor in earnings. As [-——}——} UE 6 — — Snacaues Soe 
a matter of fact, had it not been fty-at— ep [S_Sattneted ee a 
for the conservatism of the man- PO TL cS — 
agement in handling the inven- (——-———l-——Taousanps oF sHARES -—___+___+-_+-_+—_# F a as 
sr ting so oo 1951 1 {———— ft | att Ht i ® 
would have been about $900,000 []>;-—>j-——1} SS CS SC ee S| tH | 2 
more. alin okt i tnd Ao 

The company has felt that pres- [2.72 12.22 | 2.12 [1.76 | 2.15 | 1.91 | 2.01 | 3.23 | 5.22 | 4.05 | 7.29 |e 7.50 fam 

ent conditions do not warrant the -91g|_.91g| 1.00 | .75 | .918| 1.088 | 1.16§] 1.40 | 2.00 | 2.50 | 3.50 | 4.25 jow 
large size of the contingent ac- 18.6 | 22.0 | 32.3 | 28.6 | 25.3 | 25.8 | 24.6 | 26.9 | 35.1 | 27.7 | 32.4 | tke Co $m 
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Chemical and Union Car. 
bide, both gained in the fina] 
quarter but the latter had 
a considerable tax-created 
drop for the full year where. 
as the former’s earnings 


1950. 


In the steel and iron group, 
Woodward Iron made aq 
very good record, relatively 
better than most other mem. 
bers of the group. National 
Distillers, which had a poor 
second quarter, recuperated 
in the last two quarters, 
with sales well above those 
of 1950. Motorola’s earnings 
for the full year dropped 
sharply, with an irregular 
downtrend through the four 


year’s earnings were sub- 
stantial, considering the 
generally depressed 
tion of the television indus- 


good earnings results have 
been noted for several of the 
other large television manu- 
facturers. 

The diversity in earnings 
for the final quarter of 1951 


fact that, of the forty com- 
panies listed in the appended 
table, slightly over half or 
about 55% increased their 
earnings in the final quarter, 





with the rest showing de- 








PART II 


om statements for 1951, issued since 
our last similar analysis, emphasize the predominant 
influence of high taxes on the profits situation. Of 
special interest is that while the third quarter suf- 
fered the brunt of the earnings decline as many com- 
panies had made allowances in that period for the 
retroactive tax under the new revenue law, the 
fourth quarter witnessed a partial come-back 
among those companies who had already made al- 
lowance for the extra tax. 

The effects of the cross-currents at work in the 
profits situation are fully visible in the appended 
table. It points up not only the wide variations 
among individual groups but also among companies 
within these groups. The oil companies, as might 
have been expected, had the best results with Atlan- 
tic Refining and Shamrock Oil (among those listed 
in our table) showing excellent returns in the final 
quarter. 

The two cement companies, General Portland 
Cement and Lone Star Cement, had a successful 
year with the latter making a relatively better show- 
ing, especially in the fourth quarter. The two big 
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clines. This is a better rec- 
ord than in the third quar- 
ter, when only 35% of the 
reporting companies showed 
increases. This circumstance 
is due, in large part, to the 
fact that the individual com- 
panies follow different policies in calculating fourth 
quarter returns, with year-end adjustments an im- 
portant factor. 

So far as the first quarter outlook for earnings is 
concerned, it would seem that no great change is in 
sight. Industries that are very active are likely to 
maintain profits, and the depressed” industries are 
likely to continue to show below-average results. 
High taxes, of course, will dominate the picture. 


Bethlehem Steel’s Record Fourth Quarter 


In addition to comparative figures giving sales, 
operating margins and per share profits in the ac- 
companying table, we present herewith a _ brief 
description of the factors affecting recent earnings 
of some of the more important companies listed: 

Bethlehem Steel Corp.’s net billings, or sales, set a 
new peace-time record for 1951 with $1.793 billion 
against $1.439 billion the year previous. Fourth 
quarter billings were $470 million compared with 
$446 million the preceeding three months and $398 
million in the final quarter of 1950. 
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Reflecting, in part, increased billings during the 
fourth quarter of 1951 and, in part, certain year-end 
adjustments, earnings for the period soared to $3.94 

per common share, more than double the $1.76 a 
‘share of the third quarter. In the fourth quarter of 
1950, earnings were $3.19 a share. 

' Despite a 25% increase in the volume of business 
' done for the full year, earnings dropped from $12.15 
a share in 1950 to $10.43 last year. The difference 
was accounted for by the increase in taxes which 
rose from $130 million to $176 million, and which 
amounted to about $4.20 a share. Total income taxes 
paid in 1951 were equivalent to $18.50 per share, 
80% higher than the net income reported and more 
than 415 times the dividend paid on the common 
stock. These figures do not include an additional $26 


million for miscellaneous taxes, state, local and 
others. ; 
Bethlehem’s fourth quarter steel output was 


4,193,000 tons, a new record, and compared with 
3,979,000 tons in the same period of 1950. Rated 
annual capacity of a year ago of 16 million tons was 
exceeded by actual production of 16,406,000 net tons. 
As of Jan. 1 this year, rated capacity has been in- 
creased to 16.8 million tons and an additional million 
tons will be available in approximately one year. 
When the new Sparrows Point improvements are 
completed, annual capacity will be 18.4 million tons. 


Due to higher operating costs, the pre-tax margin 
of profit was 15.7%. Should current wage negotia- 
tions result in a further increase without a propor- 
tionate price boost, a further decline in the ratio 
would have to be anticipated. 

Contributing to the increase in fourth quarter 
earnings was the usual settlement of contracts that 
take place at the year-end. Since this factor will be 
absent in the first quarter of the current vear, it is 
probable that more normal earnings will be shown, 
probably somewhat lower than in the fourth quarter 
despite indications of higher production. 


Ship-Building Orders Up 


As of the year-end, orders on hand increased from 
$836 million at the end of the third quarter to $918 
million. This compared with $607 million a vear 
ago. A large part of the order increase comes from 
ship building contracts which at $305 million were 
$105 million higher than in the preceding quarter. 
At the end of 1950, such contracts amounted to $73 
million. 

Lone Star Cement Corp., which is one of the three 
leading U. S. cement producers, increased per share 
earnings in each of the four quarters of 1951. The 
last quarter’s earnings of 94 cents a share compared 
with 75 cents in the (Please turn to page 604) 















































| Comparative Sales, Earnings and Operating Margins of Leading Companies 
Net Sales 
1951 1950 Operating Margin Net Per Share Net Per Quarter 1951 
——-(Millions)—— 1951 1950 1951 1950 Ist 2nd 3rd 4th 

Acme Steel $ 81.8 $ 68.7 21.2% 18.5% $ 3.29 $ 3.45 > 3 $ 1.14 $22 $ .65 
Allied Chemical & Dye 502.0 408.0 21.21 17.9 4.58 4.65 1.25 ¥.25 1.06 1.21 
Atlantic Refining 477.9 1h. 12.20 10.90 3.14 2.46 3.05 3.55 
Atlas Powder 51.6 42.4 11.6 3.24 4.26 .87 1.04 58 PY 
Avco Mfg. 286.5 256.9 12.1 1.10 1.47 .40 21 .23 26 
Bethlehem Steel 1,793.0 1,439.8 15.71 TAS 10.43 12.15 2.45 2.30 1.76 3.94 
Bristol-Myers §2.2 15.7 3.65 3.01 wey 85 76 V3 
Capital Airlines 38.7 29.8 9.0! aa5 2.02 oH 75 98 4] 
Carrier Corp. 80.9 62.3 13.0! 11.1 3.88 3.40 2.44° 1.44° 
Consolidated Vultee 322.1 255.8 3.51 3.8 RY Fi 4.36 74 1.01 76 an 
Continental Can 460.5 397.8 7.4! 6.2 4.61 4.53 66 1.05 2.04 86 
Deere & Co. 433.0 336.4 22.6 11.14 13.51 85 3.87 3.73 2.66 
Dome Mines 6.1 6.0 32.71 25.3 81 Bo By .23 Pa? oy 
General Portland Cement 27.1 24.4 43.31 42.6 4.36 5.68 1.32 1.24 1.28 72 
Granite City Steel 86.6 59.7 15.1! 18.2 4.02 4.48 1.44 1.26 1.05 ae 
Inland Steel 522.7 461.3 16.6! Lye 7.02 7.76 1.90 1.67 1.58 1.86 
International Shoe 223.0 198.6 9.1 9.6 2.65 3.22 1.37 1.28 
Johns-Manville 238.0 203.2 22.8! 18.5 745 7.22 1.99 1.99 2.12 1.65 
Jones & Laughlin 564.3 487.4 15.1! 15.4 4.76 7.36 1.52 1.37 1.25 1.09 
Lone Star Cement Fi 64.3 29.61 32.4 2.93 K Bo Ys Be 65 By fo 94 
Motorola 145.0 177.1 16.1 7.356 14.56 2.92 1.35 1.79 1.29 
National Distillers 466.8 398.6 10.3 12.1 2.86 3.45 1.09 RS 7 66 85 
National Steel 537.0 y APF 6.15 7.85 1.57 1.67 1.44 1.47 
Newport Industries 22:5 18.0 21.0! 13.3 2.92 2.07 94 90 63 45 
Ohio Oil 192.3 28.1 6.35 5.69 1.37 1.64 1.70 1.63 
Oliver Corp. 119.5 98.8 9.8 125 7.01 7.42 1.20 2.50 1.14 88 
Pittsburgh Plate Glass 404.2 337.1 25.71 23.5 3.44 4.64 1.19 97 36 92 
Pittsburgh Steel Co. 148.8 118.0 11.0 fo 6.13 2.13 1.85 72 1.81 
Purity Bakeries 7a 6.7 3.27 3.58 1.104 68° 50° 99 
Real Silk Hosiery 13.9 6.7 65 3.32 74° d) .09- 
Republic Steel 1,060.3 888.3 16.21 15.9 9.03 10.53 2.01 2.38 2.05 2.59 
Shamrock Oil & Gas 29.7 27.9 24.61 24.7 3.87 3.54 97 aa 74 1.43 
Sharon Steel Corp. 168.9 135.4 16.5! 14.1 8.06 10.03 2.43 3.03 2.34 .27 
Sharpe & Dohme 45.6 42.1 17.21 17.1 3.65 4.27 1.01 80 96 88 
Sunbeam Corp. 61.5 67.4 22.4 27.8 7.39 11.01 3.06 1.98 55 1.80 
Superior Steel ; 27.9 22.0 13.81 10.9 5.37 4.20 1.51 1.55 37 1.94 
Union Carbide & Carbon 927.5 758.2 28.3 30.2 3.60 4.30 1.01 1.01 81 93 
Wheeling Steel 227.0 184.8 22.51 19.7 10.96 11.59 3.23 3.02 2.02 3.66 
Woodward Iron 27 32.0 8.33 7.48 2.08 2.14 1.87 2.24 
Youngstown Sheet & Tube 489.3 409.8 14.11 25 9.15 12.12 2.56 2.71 2.15 2.12 

(d)—Deficit. 

1_Pre-Tax margin. 3—Based on increased capitalization. 5_12 weeks. 

2—6 months. 4_16 weeks. 6_Estimated by company. 

Remar» mcemsecamanmmeee sono mons me coon an ie acmsanaae — mrcaoom SSS oe nn NCEE, 
FEBRUARY 23, 1952 587 

















Oi an 








Down 


Broad general indexes of in- 
dustrial stock prices, despite re- 
cent downward tendencies, stand 
at about double the prewar (aver- 
age 1935-1939) level. What that 
means to the individual investor, 
however, depends very largely on 
what stocks he holds. Especially 
over a long period of time, the 
relative market positions of the 
stock groups, and of individual 
stocks, change radically. To il- 
lustrate, the following stock 
groups are at levels ranging from 
moderately to largely under their 
average prewar levels: gold min- 
ing, beet-sugar issues, makers of 
heating-plumbing equipment, tin- 
can stocks, packaged foods, ciga- 
rette stocks, and the soft-drink. 
group. Others lagging far behind 
the market on this long-term com- 
parison, although standing from 
slightly to moderately above their 
average prewar levels, are auto 
trucks, anthracite coal, confec- 
tionary, glass containers, finance 
companies (despite a good rise 
within the last year), floor cover- 
ings, canned foods, corn refiners, 
meat packing, lead and zinc stocks, 
printing and publishing, rail 
equipments, apparel, variety 
chains, bank stocks, and shoes. 


Up There 


Groups which have widely out- 
gained the market on the same 
long-term comparison are: air 
transport, bituminous coal, ferti- 
lizer, liquors (despite a sizable de- 
cline from their early-1951 high), 
oils, paper, radio-television issues, 
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shipping, rayon (also despite a 
considerable reaction from 1951 
highs), and tires. 


Mixed 


In recent trading sessions prior 
to this writing, marked by moder- 
ate softness in the “averages”, the 
following stocks showed enough 
independent strength to reach new 
major highs: Amerada Petroleum, 
Chain Belt, Ohio Oil, Electric 
Boat, Louisville Gas & Electric, 
Minnesota Power & Light, Missis- 
sippi River Fuel, Truax-Traer 
North American Co., Public Serv- 
ice Electric & Gas, Wisconsin 
Electric Power, Island Creek 
Coal, Niagara Mohawk Power, 
Aluminum Company, Bell & How- 
ell, Borden, Consolidated Natural 
Gas, Howe Sound, General Public 
Utilities, and St. Regis Paper. On 
the other hand, new lows for 
1951-1952 have recently been 
recorded by such stocks as Allied 
Kid, Atlas Tack, McCrory Stores, 













Bristol-Myers Co. 
North American Aviation 
Sunray Oil Corp. 

Timken-Detroit Axle Co. 
Purity Bakeries Corp. ......................0cc000008 
Brooklyn Union Gas Co. .................cccccee 
Denver & Rio Grande West. R.R. 
Oo | | ol SSRI ort ie er ee 
Phila. & Reading Coal & Iron 
Shamrock Oil & Gas 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

.. Dec. 31 Quar. $ .93 $ .87 

.. Dec. 31 Quar. 46 39 

.. Year Dec. 31 2.23 2.13 

.. Dec. 31 Quar. 73 -67 

12 weeks Dec. 29 99 86 

Year Dec. 31 4.48 3.60 

... Year Dec. 31 18.09 12.49 

Year Dec. 31 6.35 5.69 

... Dec. 31 Quar. 1.43 79 
.. Year Nov. 30 
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Real Silk, Spencer Kellogg, U. §. 
Gypsum, Schenley, Pabco Proi.| 
ucts, International Shoe, Hecht,| 
American Crystal Sugar, Ameri- 
can Molasses, Budd, and U. § 
Playing Card. 


Change 

Cigarette stocks are roughly| 
20% under their 1935-1939 level, 
and about 60% under the present 
general level of industrial stocks. 
This reflects the long term change 
in their basic investment status, 
despite payment of continuing 
good dividends. Compared with 
prewar, and reflecting the results | 
of the long cycle of inflation, ob- | 
ligations ahead of the common 
stocks (funded debt and_ bank 
loans) have radically increased; 
and financial liquidity, measured 
by the ratio of cash holdings to 
inventories and accounts payable, 
has been importantly reduced. 





Moreover, the long-term upward 
trend in cigarette consumption 
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as been flattening. Two immedi- 
ate handicaps are higher costs 
(and taxes) and too low a ceiling 
1@on ceiling prices. If OPS grants 
@any material part of the price re- 
“WBief the industry is seeking, the 
VBhenefit to earnings would be con- 
B.iderable over at least a substan- 
Vitial period of time. As regards 
Biong-term changes in capital 
structure, the situation of Amer- 
Wiican Tobacco is reasonably typi- 
cal. In little more than a decade, 
Bdebt has risen not far from ten- 
‘Bfold to over $215 milion, mainly 
‘to finance carrying inflated-cost 
Sinventories of tobacco which now 
¥oexceed $530 million, against less 
than a third of that figure as late 
as 1940. The company still needs 
1¥more capital, and will get it by 
raising $50 milion from sale of 
debentures and $50 million from 
issuance of additional common 
stock. 



































Hot 
U.S “Growth” has become a magic 
Prod-| word for investors and specula- 
Hecht! tors, but there is such a thing as 
\meri-| paying too much for it. Recently 
U. 8) underwriters offered for sale 630.- 
' 000 shares of Owens-Corning Fi- 
berglas Corp., heretofore owned 
84.4% jointly by Owens-Illinois 
ughly! Glass and Corning Glass, which 
level,’ \ill continue to hold two-thirds of 
reset’ the stock jointly. The offering 
tocks. price of 3534, a share was 18.5 
hange times 1951 earnings, carrying a 
tatus, nominal yield on the basis of 1951 
nung dividends. That would surely seem 
with to be an ample price, the company 
sults | having required 13 years of 
1, Ob-| erowth to get sales up to last 
nmon| vear’s $97 million and earnings 
bank} up to $1.93 a share on the stock 
ased; | now outstanding. Yet the issue 
sured | was immediately bid up to as high 
BS to} as 47 on the over-counter market ; 
‘able, | or to about 24.3 times 1951 earn- 
—_ ings, and to an absurdly low divi- 
sre dend-yield basis. This is undoubt- 
7 edly a promising situation, but it 
—= will take years of additional prog- 
ress to justify the premium al- 
“ ready put on the price of the stock. 
87 Speculation 
39 If there is any place where spec- 
13 ulation has gone to an extreme, 
7 even though cash-financed, it is 
6 on the fringes of the booming oil 
° industry : specifically in the pro- 
“ motional stocks, selling over-the- 
| counter at prices ranges from 
9 pennies to a few dollars per share, 
9 of little-known Canadian and 
4 American oil companies. In many 
= cases they have no oil, and they 
FEBRUARY 23, 1952 











might or might not discover some 
in future. This is pretty much a 
bootstrap proposition, with the 
stocks rising on pure speculation, 
without reference to earnings and 
dividends, if there are any. In due 
course the bubble, like all specu- 
lative bubbles, will burst. To illus- 
trate the extreme to which it has 
gone, the stock of Imperial Oil, by 
far the largest and _ strongest 
Canadian oil company, is cur- 
rently priced at 39, or something 
like 35 times, or more, estimated 
1951 earnings, which probably 
were only slightly better than 
1950’s $1.09 a share, providing a 
yield of less than 2% on the 70- 
cent annual dividend. Relative to 
earnings, the stock is priced over 
three times as high as representa- 
tive American oils; and at best it 
will take some years for the pres- 
ent premium to be justified. Yet 
the valuation is relatively conserv- 
ative, weighed against those put 
on the “cat and dog” oil stocks 
that are being increasingly ped- 
dled to uninformed chance-takers 
both in Canada and the U. S. 


Yields 


Prevailing yields are a rough 
measure of the security of current 
dividend rates, according to the 
market consensus. It is one thing 
to go for yields of 8% to 10% or 
more on sound stocks at cut-divi- 
dend levels around bear-market 
lows; another to reach for extra- 
ordinary yields after a major 
market advance when dividends 
are at or close to peak levels. May- 
be stocks bought now at yields of 
8% to 10%—and there are many 
of them—would still yield 5% or 
6% if and when dividends are 
pared. But under the condition- 
making for generaly lower divi- 
dends, by any important degree, 
vou wil have declining stock 


prices; and a capital loss can 
easily exceed the total dollar divi- 






Monsanto Chemical Co. 





Norwich Pharmical Co. 






Spiegel, Inc. 

American Can Co. 
Bangor & Aroostook R.R. 
Hlinois Central R.R. 
American Distilling 
American Gas & Elec. 
Philip Morris & Co. Ltd. 
Northern Pacific R.R. 
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dend return for a period of several 
years or more. 


Be Reasonable 

If cash is to be employed for a 
higher return than can be had 
from good fixed income securities, 
this column suggests that you con- 
centrate on stocks whose dividend 
rates are not in question for the 
foreseeable future; and that you 
be satisfied with yields in the 
range of 5.5% to 6% or so. Some 
better-grade stocks which meet 
these specifications are United 
Biscuit, Southern Company, Bene- 
ficial Loan, H. L. Green, Niagara 
Mohawk Power, and Columbia 
Gas. 


Earnings 

Total corporate earnings last 
year were, of course, well under 
the 1950 peak; and will be some- 
what lower again in 1952. How- 
ever, in a minority of instances 
they will be higher. That will be 
most generally so for aircraft 
makers, air transport, machine 
tools, oils and electric utilities. 
Where post-defense prospects are 
drab, it should not make too much 
difference in terms of market 
prices, as we have pointed out be- 
fore; and that is so of aircraft 
and machine tools. But it certainly 
figures to be at least a supporting 
consideration, if not a more dy- 
namic one, for air lines, oils and 
utilities. 


Gas 

Some natural gas pipe line com- 
panies, while buying the bulk of 
their requirements, own natural 
gas reserves. However, ownership 
of reserves has become consider- 
ably less attractive than it was 
originally thought to be, because 
the Federal Power Commission 
puts very low valuations thereon 
for rate-making purposes. Hence, 

(Please turn to page 602) 






1951 
$1.36 









Dec. 31 Quar. 


























Year Dec. 31 1.31 1.64 
Year Dec. 31 1.18 1.81 
Year Dec. 31 11.01 12.68 
Year Dec. 31 3.69 7.60 
Year Dec. 31 12.51 20.62 
Dec. 31 Quar. 1.08 1.68 
Dec. 31 Quar. 1.07 1.27 
Dec. 31 Quar. 3.73 4.85 
Year Dec. 31 6.43 7.86 
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By E. K. A. 


The business situation during the last fortnight has shown 
little change either in factual developments or in overall 
sentiment. The former continue to reflect the cross currents 
previously commented on in 
this column; the latter re- 
mains anywhere from opti- 
mistic to cautious, sometimes 
tinged with some qualified 
pessimism over near term 
prospects. It all depends to 
whom you talk, and what 
field of business is referred 











BUSINESS ACTIVITY 


PER CAPITA BASIS 
mM, W. S. INDEX 


200 f 


Two 
190 WEEKS to. 

AGO On the industrial front, 
the outcome of the steel 
wage negotiations—with its 

{80 3 nee 

YEAR pattern-setting implications 

AGO for all of industry—is being 


awaited with considerable 
interest and also with some 
misgivings regarding poten- 
tial future pressure on prof- 
it margins though at least 
partially compensatory 
price advances are held 
virtually certain. In the re- 
tail field, it is noted that the 
longed-for pick-up in con- 
sumer spending has not yet 
developed as _ expected. 
And the economy generally 
feels the slower-than-sched- 
uled spread of defense 
work in the form of mani- 
fold repercussions. 

While retail trade in the 
most recent week, com- 
pared with a year ago, 
looked somewhat better, in 
1939 fact the best for the year 
to-date, the comparison 
with a year ago is some- 
what misleading, for the 
comparable week last year 
saw the end of the January- 
February buying boom. 
Near-term comparisons will 
be equally distorted due to 
the late Easter which this 
year falls on April 13 
whereas last year it was on 
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March 25. Near-term comparisons, in other words, will loo} 
poorer; those beyond March 25 will look better than the 
actually are. The best way to get an idea of what's happen. 
ing is to average the weekly figures. 

So far this year, the soft spots and restraining factors ap.| 
parent in various fields have not exerted a net depressing 
influence on the economy as a whole since the offsetting defens 
and capital goods expansion has been keeping aggregate 
activity on an even keel and the price trend roughly sidewise, 
Thus the FRB index for industrial production has held steady 
for some months. But the price situation of late has shown 
signs of wavering, with commodity markets rather nervous. 
Always sensitive, they are more so right now, partly because | 
of continued sluggish consumer demand and because military 
output remains slow enough so that material needs for de-| 
fense are below allocations. Other reasons are new curbs on| 
world trade, with import curtailments particularly by France 
and Britain, and a lessening of fear of all-out war. 

It goes without saying that whenever commodity markets 
get nervous, the holders of high-priced inventories feel acutely 
uncomfortable. They realize that despite latent inflationary 
elements, commodity prices may tumble in response to immedi- 
ate factors much as they advanced inordinately after the out- 
break of the Korean war. One of these factors could be the 
continuation of less-than-expected consumer demand which 
together with the slow build-up of arms production could 
force inventory shake-outs in various areas. It may be pre: 
mature to expect this, but commodity markets deserve 
watching. 

From a production standpoint, the big thing is and remains 
the Government's greater leniency in applying controls. 
Apparently the health of the civilian industry is getting os 


much attention as the requirements of the growing arms indus: | 


try as indicated by the stretch-out of the mobilization pro- 
gram by an extra year or two and the prospect of higher 
materials allocation to civilian producers during the second 
half of this year. One reason is that it is an election year and 
serious dislocations are not welcome. Another, that the Gov- 
ernment cannot afford to lose badly needed tax revenues by 
cutting civilian goods manufacturers down to, or even below, 
break-even points. It all adds up to the probability that the 
formerly promised “toughness” in pursuing the arms program 
will not materialize. At any rate, ways of avoiding it where- 
ever possible will be sought. 

What does this all signify? It will mean that any impending 
durable goods shortages will be moderate, and that perhaps 
none will develop at all, considering the state of consumer 
demand. The latter remains the big question mark, much 
more so at this time than supply factors. The latter are not too 
difficult to estimate on basis of existing and prospective allo- 
cations plus current finished goods inventories. 
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MONEY & CREDIT—The nation’s money supply which 
encompasses all bank deposits plus currency outside the 
banks, totalled $185.7 billion on December 26, an increase 
of $2.9 billion since November 28 and $8.8 billion higher 
than the total at the end of 1950. The largest increase over 
a year ago was in demand deposits which reached $98.1 
billion, a $5.8 billion gain, while time deposits rose by $2.2 
billion and currency outstanding was $900 million higher. 
Expansion of the money supply was concomitant with a $9.6 
billion expansion in bank credit during the year which totalled 
$181.3 billion on December 26, 1951, compared with $171.7 
billion at the end of 1950. The increase in bank credit was 
made up of a rise of $7.3 billion in bank loans to a total of 
$67.7 billion at the end of 1951, while bank holdings of 
United States government obligations at $97.9 billion were 
$1.3 billion higher and holdings of other securities rose by 
$1 billion. In the four weeks ending December 26, 1951, bank 
credit showed a seasonal rise of $1.9 billion while a further 
addition to the money supply resulted from a drop of $600 
million in government deposits. The Federal Reserve banks 
stand ready to make large purchases of short-term securities 
which may be thrown on the market next month by corpora- 
tions that need money for taxes. With estimates of mid- 
March corporate tax payments ranging from $7 to $9 billion, 
it is expected that $1% billion of this will be paid in Treasury 
tax anticipation bills and the remainder will come from cor- 
porate cash, bond holdings and bank loans. The banks will 
be unable to finance these needs without running into a big 
deficit in reserves, so Federal Reserve bank purchases will be 
necessary to avert a demoralized market for Treasuries. Such 
purchases would be in the nature of stabilizing operations, to 
be resold again as the supply of investment funds is replen- 
ished. Bond prices continued firm during the past two weeks 
and new issue were well received. The choice Louisville Gas & 
Electric bond issue was brought out to yield 3.05%. Long 
term Treasuries showed little change during the period with 
the bank-ineligible 2¥2's of December 1967-72 closing at 
9612 bid on February 11, up 3/16 in two weeks time, while 
the longest term bank eligibles showed no change at all. 
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TRADE—Sales promotions at reduced prices have induced 
shoppers to increase their purchases with the result that there 
was some pick-up in total retail sales in the week ending 
Wednesday, February 6, with dollar volume matching the 
figures of a year ago. However, the corresponding week of 
last year was marked by a temporary ebbing of consumer 
demand. Nationwide department store sales in the week 
ending February 2 showed a 5% increase over the corres- 
ponding week of 1951. The best showing was made by the 
Dallas Federal Reserve district which showed a sales jump 
of 33% from the figures of a year ago. 
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INDUSTRY—!ndustrial production as measured by the Fed- 
eral Reserve Board Index stood at 218% of the 1935-1939 
average during December, marking the fifth month that output 
has remained virtually unchanged. The index for the entire 
year of 1951 averaged 220 with the high-water mark set in 
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April at 223. Output of durable goods expanded in December 
and at 280 topped the April high of 279. On the other hand 
production of non-durables at 185 in December was at a new 
low for the year and compares with a level of 198 in April. 
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COMMODITIES—Spot commodity prices drifted lower during 
the past two weeks and the MWS Index of 14 raw materials 
closed at 178.4 on February 8 against a figure of 180.6 on 
January 25. Wheat, corn, cotton and wooltops were lower 
during the period while hides were especially weak with a 
loss of 14.3%. Slightly higher levels were seen for raw sugar 
and silk. The seven other commodities used in the index 
remained at ceiling prices or at government selling levels. 
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NEW CONSTRUCTION put in place in January was valued 
at $2,127 million, a 4% dip from December levels but 
slightly above the $2,094 million spent for this purpose in 
January 1951. After adjustment for seasonal factors, January 
construction was at a “near record” according to the joint 
report of the U. S. Commerce and Labor Departments. Sub- 
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Latest Previous Pre- 
Wk. or .or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) Jan. 3.7, 3.3 1.7 1.55 (Continued from page 591) 
Comsletive from aild-1900 - en ee 3 _ | stantial increases in January construction 
FEDERAL GROSS DEBT—$b Feb. 6 259.8 259.6 256.0 55.2 | compared with a year ago were noted in 
MONEY SUPPLY—$b military, industrial and public utility build- 
Demand Deposits—94 Centers Jan. 30 54.3 54.6 51.2 26.1 ing which offset reduced outlays for pri- 
Cunatay te Chndiat Feb. 6 28.4 28.3 27.1 10.7 vate housing, commercial building and 
highways. Private expenditures for new 
BANK DEBITS construction amounted to $1,460 last month 
New York City—$b Jan. 30 mvrad eed avn 4.26 | or 8% below a year ago while residential 
93 Other Centers—$b Jan. 30 15.1 16.0 Laid 7.60 | building with a value of $720 million 
PERSONAL INCOMES—$b (cd2) Dec. 257.1 2565 244.4 102 showed a 20% drop. Spending by public 
Seaton end nan Dec. 171 171 156 66 agencies for construction in January was 
Gina teaieen =i 50 49 48 23 valued at $667 million, a 31% increase 
sane aili Gita. se 21 20 25 10 from January 1951. Military building 
lites cihaeanaba “ent 12 13 12 3 showed a 500% increase from a year 
aecoms Prom AGRICULTURE) oq 23 22 21 10 earlier while industrial and public resi- 
dential building more than doubled but 
POPULATION—m /e) (cb) Dec. 155.5 155.3 152.8 133.8 | highway construction was some 20% below 

Nea-lnsitefienal, Age 14 & Over | Dec. 109.2 109.1 109.2 101.8 results of a year ago. 
Gillen taber Ferce___ Dec. 62.7 63.2 62.5 55.6 A a ” 
unemployed Dec. 7 1.8 2.2 3.8 : 

Employed Dec. 61.0 61.3 60.3 51.8 Manufacturers of RAYON shipped 81.4 
npn tom ee 6.4 7.0 6.2 3.0 | million pounds of their product to con- 
seinen ns 54.6 54.3 54.1 43.8 | sumers in December 1951, compared with 

otal tei 593 59.5 58.3 43.2 | 83.9 million pounds in November and 
Maske Stour mee a9 47 416 42.0 | 116.2 million pounds in December 1950, 
este that... "| Dee. 2.48 2.48 2.43 1.82 | Textile Organon has reported. With mill 
production continuing to exceed shipments 

EMPLOYEES, Non-Farm—m (Ib) Dec. 47.5 46.8 46.6 37.5 | STOCKS of rayon in manufacturers’ hands 
Government — | Des. 6.9 6.5 6.4 4.8 | continued to mount rapidly, reaching an 
Factory ___. | Dee. 12.9 12.9 13.1 11.7 | all-time high of 106.5 million pounds on 

Weekly Hours________ | Dec. 41.2 40.5 41.4 40.4 December 31, 1951 against 94.9 million 

Hourly Wace (cents) mange ADE: 163.5 162.5 154.3 77.3 pounds on hand a month earlier and only 

Weekly Wage ($)_._ Dec. 67.36 65.81 63.88 21.33 8.1 million pounds in inventory at the end 

~ of 1950. Despite the fact that the industry 
PRICES—Wholesale (Ib2) Feb. 5 175.8 = 176.3 183.3 92.5 | is operating at a fraction of capacity, new 
Retall fedib) ___ |r a2 aastind eas oe I mill construction continues. In mid-Novem- 
‘iie-eieuibaeomia be 109.1 188.6 1788 100.2 ber productive capacity stood at 1,444 
isi ui 302 9814 2183198) million pounds on a yearly basis and is 
Clothing il 206.8 2076 1955 1138 expected to reach 1,510 million pounds by 
Diet Dec. 139.2 1389 ©1329 ~—-107.8_| the middle of 1952. 
= as * * * 
RETAIL TRADE—$b** ? 125 126 118 47 NEWSPRINT PRODUCTION in North 
Retail Store Sales (ed)_———___ = 43 42 4a 1.1 | America reached a new high of 6,641,027 
Durable Goods a 4 64 9 mae tons in 1951 which compares with output 
Non-Durable Goods_——_—___ ae aes 0.82 078 0.34 of 6,293,000 tons for the previous year. 
Dep't Store Sales (mrb)_—_——___. a me 19 13.5 5.5 | Output for the month of December 1951 
Retail Sales Credit, End Mo. (rb2) i é -— | amounted to 527,050 tons versus 567,579 
MANUFACTURERS’ tons in November and 515,906 tons pro- 
New Orders—$b (ed) Total ian 217 22.7 22.9 14. | duced in December 1950. Newsprint 
Buncble Geode Dec. 10.2 134 11.7 71 CONSUMPTION in the United States is 
Sen taeitii:: head __ | Dee. 11.5 11.6 11.2 75 estimated at 5,974,865 tons last year 
Dicmdnte~8% foli—Torel i. 21.4 22.3 21.0 8.3 | against 5,936,941 tons in 1950. According 
aici taille a 10.1 10.6 10.0 41 to the American Newspaper Publishers As- 
bie Rendle Ginods ings. 11.3 117 11.0 4.2 sociation, newspapers reporting to that 
ane organization had newsprint STOCKS on 
BUSINESS INVENTORIES, End Mo.** hand or in transit of 522,196 tons at the 
Total—$b (ed) Nov. 69.9 70.0 59.0 28.6 | end of December 1951 which compares 

Manufacturers’ | Nov. 41.5 41.4 32.2 16.4 with 543,388 tons available a month 

Wholesalers’ Nov. 10.0 10.1 9.0 4.1 earlier and 424,960 tons on December 

Retailers’ Nov. 18.4 18.5 Was 8.1 31, 1950. 

Dept. Store Stocks (mrb) __s|s Nov. 2.3 2.4 2.4 1.13 * * * 
BUSINESS ACTIVITY—1—pe Feb. 2 185.3 1858 181.7 141.8 BUSINESS FAILURE came to 612 firms 
ae Sheen Feb. 2 220.5. 221.1 215.0 146.5 in December bringing total failures in 1951 
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Latest Previous Pre- 
Wk.or Wk.or Year Pear! PRESENT POSITION AND OUTLOOK 
Date Month Menth Ago Harbor*® 
INDUSTRIAL PROD.—1—np (rb) Dec 218 219 218 174 to 8,058, a drop of 12% from the 1950 
Mining Dec 164 170 157 133 total and the second successive year of 
Durable Goods Mfr. Dec 280 277 268 220 decline from the post-war peak of 9,246 
Non-Durable Goods Mfr Dec 185 188 197 15) failures sustained in 1949. LIABILITIES of 
failing firms totalled $19.4 million and this 
CARLOADINGS—t—Total Feb. 2 731 728 651 833 brought the year’s total to $259.6 million 
Mise. Freight Feb. 2 368 362 328 379 J s i 
dse. L. C. L Feb. 2 72 71 69 156 the largest since 1935 with the exception 
en coh 2 4 50 A 4 of 1949. Failures of construction firms 
Grain eb. 3 : , 
reached the highest total in seventeen 
ELEC. POWER Output (Kw.H.) m | Feb. 2 7,572 7,616 7,099 3,267 years while failures of food stores and 
eating places were at a ten year high. 
SOFT rarend Prod. (st) m Feb, 2 10.4 11.2 9.4 10.8 On the ather hand failures among manu- 
Cumulative from Jan. 1 Feb. 2 52.0 42 54 44.6 facturing firms showed a healthy 26% 
Stocks, End Mo Dec 76.6 77.9 72.5 61.8 drop from 1950. 
PETROLEUM—(bblIs.) m 
Crude Output, Dally Feb. 3 6.2 6.2 5.9 4.1 * * * 
Gasoline Stocks Feb. 3 136 134 130 86 
Fuel Oil Stocks Feb. 3 38 40 40 94 SHIPMENTS OF FABRICATED 
Heating Oil Stocks Feb. 3 62 70 57 55 STRUCTURAL STEEL during 1951 totalled 
LUMBER, Prod.—(bd. ff.) m Feb. 2 525 504 477 632 2,702,262 tons the largest since 1930 and 
Stocks, End Mo. (bd. ft.) b. iss 8.1 8.2 6.8 126 some 426,000 tons above the 1950 total, 
according to data compiled by the Amer- 
STEEL INGOT PROD. (st) m Dec 8.9 8.8 8.4 7.0 ican Institute of Steel Construction. Decem- 
Cumulative from Jan. 1 Dec 105.1 96.2 96.8 74.7 ber shipments amounted to 202,679 tons 
ENGINEERING CONSTRUCTION — beng Ps Pro — ee 
Cumulative from Jan. 1 Feb. 7 1,364 1,197 2,058 5,692 e : 
. ‘ 1950. The total BACKLOG of orders on 
onemmnens manufacturers’ books on December 31, 
Feb. 2 237 188 346 165 1951 amounted to 2,670,202 tons and this 
Paperboard, New Orders (st)t. : 
Cigarettes, Domestic Sales—b Dec 24 34 25 17 compares with orders on hand for 2,437,- 
Do., Cigars—m Dec 368 554 375 543 668 tons at the end of November and for 
Do., Manufactured Tobacco (Ibs)m_ | Dec 14 24 13 28 2,168,712 tons at the end of 1950. 








b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before terms. 
edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. I—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau., Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 


or week ended December 6. **—Seasonally adjusted. 
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, 1952 1952 
No. of 1951-52 Indexes = 1952, 1952 | ay. 14, 1936, Cl.—100) High - low fFeb.2 Feb.9 
Issues (1925 Cl.—100) High low = Feb.2_— Feb. 9 100 HIGH PRICED STOCKS 1247 107.1 124.3 123.6 
330 COMBINED AVERAGE 304.6 172.6 199.5 199.0 100 LOW PRICED STOCKS 252.9 208.6 239.9R 240.6 
4 Agricultural Implements........... 318.0 246.5 288.7 279.7 5 Investment Trusts....... 103.8 84.8 101.9 100.9 
10 Aircraft (‘27 Cl.—100) ..... Wee 252.8 313.8 304.9 3 Liquor (‘27 Cl.—100) 1250.1 1056.5 1067.8 1056.6Z 
7 Air Lines (‘34 Cl.—100)............. 803.9 634.0 751.4 735.5 11 Machinery » ASS 177.7 214.5 212.5 
PRISM ENM AER os scigsst sx coeneceecacecess 112.5 86.6 98.3 98.3 3 Mail Order 152.0 125.3 126.7 126.7 
10 Automobile Accessories ........... 257.6 216.2 239.2 239.2 3 Meat Packing ... , 109.1 85.7 97.1 98.1 
UP PAULOMGMNBE: 55.0550 -cceshecceceessees 46.3 36.1 40.2 41.4 13 Metals, Miscellaneous 314.8 233.0 304.5 301.6 
3 Baking (‘26 Cl.—100)............... 23-2 21.0 22.0 22.0 Me MOMMA occ esc ante veavcces 443.7 344.3 443.7 435.7 
3 Business Machines ................... 410.1 300.8 386.4 390.3 Ae ERO NON oco.c ce ceedcacsetesacotavctecd 476.4 355.0 472.1 467.7 
2 Bus Lines (‘26 Ci.—100)........... 183.1 150.6 Taaat 155.1 30 Public Utilities ....... 165.9 142.5 165.9 165.9 
TNC IIS: 5c scecccececes tasceuancesansce 427.8 326.0 401.0 401.0 9 Radio & TV (‘27 Cl.—100) RB 26.6 32.3 33.3A 
Ro CUSED IMIINNEIEN oo ecaccedsvsnebstccnsceceess 18.3 2 15.2 15.8 8 Railroad Equipment .. inn Oe 57.5 63.0 61.7 
4 Communications ...................66 Fie Be 58.3 67.6 68.3 FE een ear, 7 34.2 42.1 41.7 
 COMENNUCHOW 5c. ccccicvsssuriascedosiecce 73.0 60.2 68.2 67.5 Wd RAMEN 6c sssvesccsvakeauen 41.0 34.3 38.6 40.1 
PEGGUIINOER csi s.czcpisscccdussesssceeasasa 490.6 376.5 485.6 480.9 i RIMMER 654.3 cosy css ccvensaees 189.9 139.1 186.2 189.9A 
9 Copper Go Brass.......:-:.0..05.04¢65-: 171.9 126.3 167.9 166.2 Ro ONS NURI 6 ov. t dec secstcecvesasicevast ORO 303.5 310.7 310.7 
2 IDG y PIOGUCIS) .....u.n<<n0s00e0.s04s508 85.7 75.9 85.6 85.6 14 Steel & from oo... 169.5 134.1 153.3 150.3 
5 Department Stores ................... 84.5 64.5 66.0 64.6 MN age ons yacacaentauceanadiceccouscns 77.6 66.5 70.3 69.6 
6 Drugs & Toilet Articles............. 235.0 209.4 233.1 230.8 ee C528 faccs, eset cscoas tare 655.3 425.3 606.9 590.5 
2 Finance Companies ................. 320.3 243.0 312.2 . 315.4 Lol, | oe ee eee 223.6 185.6 185.6 187.6 
7 Food Brands 171.4 176.8 178.6 S Vive Ge ROB BES «<i. cccccicsscsssseecs F533 51.2 73.2 72.5 
2 Food Stores .... 98.5 98.5 101.5 CN NO occ cs aie Sia seuenceddageacicacss 86.7 75.3 85.9 85.1 
3 Furnishings 61.2 61.2 61.2 2 Variety Stores .............. Bates 325.6 301.1 316.5 310.3 
4 Gold Mining 579.3 648.3 679.8 18 Unclassified (‘49 Cl.—100) 127.3 109.4 118.6 118.6 

A—New High for 1951-’52. Z—New Low for 1951-’52. R—Revised. 
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Trend of Commodities 











Commodity futures were quite weak during the past fort- 
‘ and the Dow-Jones Futures Index closed at 183.70 on Febru- 
if ary 11 which compares with 190.76 two weeks earlier. Al- 
1s though the continued progress of Korean truce negotiations 

. played a role in depressing prices, it is felt that a more funda- 
I: mental factor, namely the failure of consumer income after 
taxes to keep pace with output, is making for a drop in the 
demand for commodities. May wheat futures lost 3% cents 
in the past two weeks to close at $2.51 on February 11 after 
selling down to $2.49. We are now in the period when sea- 





lost 6 cents to close at 8312 on February 11, as large supplig 
weighed on the market and some anticipated a pick-up i _ 
imports from Canada this spring. Cotton futures were m | 
exception to the downward trend and the nearby March — 
option lost 1/2 cents during the period while later months 
were even weaker. The drag on demand is the result of poo | 
textile business throughout the world, which betokens lessned 
export prospects while estimates of domestic consumption are 

also being revised downward. Grease wool futures have been 

quite weak and the May option lost 17! cents since January Af 
























































































































































i sonal factors usually make for higher wheat prices and this, 29 to close at $1.46! on February 11. This compares with g mark 
coupled with the fact that wheat prices pre close to the high for the option of $3.36 reached early last year. The the t 
' government's 1951 support rate of $2.50, basis Chicago, downward trend reflects easier prices at the late Australia  Seal- 
ah should make for rising demand at these prices. Oat prices and South African auctions as well as an almost complet hour: 
i |: gave ground easily in the past two weeks and the May future absence of demand from civilian clothing manufacturers, “ 
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Spot Market Prices—August, 1939, equals 100 one 
Date 2 Wks. 3 Mos. 1 Year Dec. 6 Date 2 Wks. 3 Mos. 1 Year Dec.6 of h 
Feb.8 Ago Ago Ago 1941 Feb. 8 Ago Ago Ago 1941] 

28 Basic Commodities wees S171 322.8 328.4 389.9 156.9 7 Domestic Agriculture ...................... 350.3 354.6 363.2 415.3 1639 P. 
11 Imported Commodities veces, 322.6 333.8 333.5 433.1 157.3. 12 Foodstuffs See vee, 862.7 362.3 364.4 403.1 169.2 cont 
17 Domestic Commodities .................. 313.6 315.8 325.1 364.3 156.6 16 Raw Materials . ssrssenecere OOO BSI2S 315.8 360.1 1482 Fou: 
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After more than two years of testing and trial 
marketing Du Pont (Ine.) has placed on the market 
the two-coat-a-day wall painting, known as Du Pont 
Seal-Coater. The new product takes less than two 
hours to dry under normal conditions. The product 
will be especially valuable in places where a room 
out of service means a loss in revenue, such as hotels, 
office buildings and hospitals. Stores, for example, 
can be painted overnight, and ready for business in 
the morning. 


Studebaker Corp. has been producing military 
trucks since a year ago but is still in the tooling-up 
phase of its production of J-47 turbojet aircraft en- 
gines. Its new $4 million plant at New Brunswick, 
N. J. is operating in a small way to produce parts 
for the J-47 engine. In addition to these activities for 
military use, the company is understood to hold some 
engineering contracts. Government restrictions on 
output dropped the company’s U. S. automobile pro- 
duction by about 18% in 1951. In this respect it is 
facing the same difficulties as many other concerns 
hom are operating in the automotive and allied 

elds. 


Food Machinery & Chemical Corp.’s proposed ac- 
quisition of Buffalo Electro-Chemical Co., provides 
for its exchange of 302,500 shares of its outstanding 
common stock for 11,000 outstanding shares of 
common stock of the Buffalo company on a 2714-for- 
one basis. The Buffalo concern is a leading producer 
of hydrogen peroxide. 


Perfect Circle Corp. has announced that it signed 
contracts with the stockholders of the Centrifugal 
Foundry Corp., of Muskegon, Mich., for the purchase 
of their entire stock holdings on or before March 
31, 1952. Both companies are engaged in the pro- 
duction of centrifugal castings for the manufacture 
of cylinder liners. The new acquisition will enable 
Perfect Circle to meet increasing demand for this 
product. 


Erie Railroad Co. plans to spend $77 million for 
improvements in the three-year period 1953-55. The 
projected figure is in addition to $28 million which 
will be required for the road’s equipment obligations 
and capital expenditures program in 1952. The pro- 
gram, it is stated, is contingent upon approval of 
increased freight rates currently requested by the 
railroads. Without such an increase, plans for addi- 
tions and betterments will have to be curtailed. 


A new 16mm motion picture projector which re- 
cords and plays back sound by means of a stripe of 
magnetic material on the edge of the film was 
announced by Bell & Howell Company. The company 
also has developed a process called SOUNDSTRIPE 
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to permanently coat film for magnetic sound. When 
the- film is projected, sound can be recorded and 
“stored” on the magnetic stripe, ready for instant 
playback. Commentary can be erased and re-recorded 
an unlimited number of times. This new system 
brings sound movies well within the reach of small 
business. A small manufacturer, can make his own 
ten minute sales or training film in sound and color 
for an out-of-pocket cost of about $200, including 
film. Made professionally, a similar film would cost 
a minimum of $3,500. This new unit opens up en- 
tirely new markets for motion picture equipment. 
Lack of sound has been the biggest single stumbling 
block preventing the small businessman from mak- 
ing his own films. Anyone can now turn out a highly 
convincing sales or training film at an extremely 
low cost. 


Monsanto Chemical is planning the construction 
of a 250-ton sulfuric acid plant on an 86 acre site 
at Avon, Calif. The plant, which will utilize waste 
sludge and hydrogen sulfide piped from the adjacent 
Tide Water Associated Oil refinery, will be owned 
jointly by Monsanto and Tide Water Associated Oil 
Co. It is expected to be in operation by the end of 
1952. Most of the plant’s production will be piped 
directly to the Tide Water refinery to be used in the 
processing of aviation gasoline and other petroleum 
products. The remainder will be sold to help meet 
the rapidly expanding demand for acid in the San 
Francisco Bay area. 


Davison Chemical Corp. announced the start of 
construction on its new $7 million plant ten miles 
south of Lake Charles, La., on the Calcasieu River. 
The new facility will produce catalysts on a large 
scale for the petroleum-cracking refineries of the 
Gulf Coast area and other chemicals needed by the 
industries of the section. Construction material 
shortages may delay the work but the unit is éx- 
pected to go into production early next year. 


United States Plywood Corp. has closed a contract 
for the sale of more than one-half million square 
feet of a new type wood panel, called Novoply, to a 
large firm of builders, through a lumber dealer. The 
Novoply paneling will be used as movable wall 
partitions in 5,000 homes of the new 16,000-home 
Levittown in Pennsylvania. Novoply is an all-wood 
laminate, which was recently introduced into the 
United States by the plywood company and is now 
being manufactured at the first plant of its kind in 
the country. 


Impellers for G-E automatic dishwashers are now 
being molded of rubber-phenolic compound manu- 
factured by General Electrie’s Chemical Division to 
reduce breakage in service. With conventional flock- 


RO5 

















filled phenolic compounds formerly used, some 
breakage occurred when silverware was accidentally 
dropped on the impeller. With the specification of 
G-E 12494 rubber-phenolic compound, breakage has 
been substantially reduced. Drop tests on the blades 
of the impeller show that G-E rubber-phenolic parts 
can withstand a minimum of five times more impact 
load than impellers molded from materials formerly 
used. 


The Glenn L. Martin Company of Baltimore an- 
nounced that their engineers had developed a new 
hard coating (MHC,-Martin Hard Coating) which 
makes aluminum eligible for the first time, in many 
wear-resistant applications heretofore monopolized 
by steel alloys. This opens a way for industry to take 
fuller advantage of this lighter metal. The finish, 
first announced in 1950, has since found so many 
applications throughout all industry, that the Martin 
Company has now concluded arrangements with the 
Aluminum Company of America to asist other manu- 
facturers to install facilities for MHC processing. 


Pennsalt International Corp. foreign organization 
of Pennsylvania Salt Mfg. Co. has announced the 
formation of Pennsalt de Mexico, S. A., a new com- 
pany with a plant in Mexico City for the manufac- 
turing, packaging and marketing of finished insecti- 
cidal dusts. With this announcement came the disclo- 
sure that two other similar companies, Pennsalt- 
Comanil, C. A., in Maracay, Venezuela, and Penn- 
salt Industries Quimicas do Brasil, S. A., in Sao 
Paulo, Brazil, are also in operation. Organized and 
administered jointly by the Pennsalt International 
Corp..and individuals or companies in the countries 
in which the plants are located, the new companies 
are financed entirely by private capital. As the basis 
of Pennsalt International Corp.’s long-range pro- 
gram of expansion in Latin America, this system 
of joint enterprise seeks to accomplish with private 
funds the objectives of the Government’s Point Four 
program. 


Merck & Co., has acquired a 640-acre site on the 
Flint River near Albany, Ga., where it will build a 
plant to produce medicinal chemicals. The company 
chose the location after an extensive survey of many 
areas. It will be the second Merck plant to be estab- 
lished in the South; the other is at Elkton, Va. Pro- 
duction on a small scale will begin at the new plant 
by the end of 1952. When plans are more fully devel- 
oped, operations will be expanded. 


Reynolds Metals Co. announced its projected $30 
million aluminum plant will be constructed at Gum 
Springs, Arkansas, a few miles south of Arkadelphia. 
The plant will have a capacity of 55,000 tons of pig 
aluminum annually and will be in operation by the 
first of 1953. The pot room in which alumina powder 
is converted into pig aluminum by means of electric 
power, will be a quarter of a mile long. Other facili- 
ties will include a plant at which Reynolds will make 
its own. carbon electrodes, a laboratory and an office 
building. 


Richfield Oil Corp. has initiated an exploration 
program in the western provinces of Canada with 
headquarters in Calgary. Richfield is one of a group 
of shareholders in Trans Mountain Pipe Line Co. 
which will build a line from Alberta to the Van- 
couver area. Work on this project is scheduled to 
get under way this month. Producing entirely within 
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California at present, Richfield had a net productig, : 


of 21,401,000 barrels in 1951. This compares with 
net production of 16,953,000 barrels in 1950. : 


Lion Oil Co. announced a $5 million expansioy 
program at its El Dorado, Arkansas, refinery, de. 
signed to increase gasoline yields by 50° while 
reducing the output of less profitable products. The 
new units, which will go into operation in late 1953 
will include a fluid catalytic cracking unit and , 
1,150 barrel-a-day alkylation unit. The cracking 
unit will have daily capacity for 5,000 barrels of 
fresh charge plus a like quantity of recycle charge, 
The program will increase the refinery’s throughput 
to 23,500 barrels of crude oil daily. Lion Oil has been 
granted a certificate of necessity covering 75°. of 
the cost of the new units. 


The New York, Chicago & St. Louis Railroad has 
ordered 200 all-steel covered hopper cars from the 
Greenville Steel Car Co. The cars are to have a 
capacity of 140,000 pounds each. They will be used 


primarily for transporting cement, lime, soda ash, 


and feldspar. 


Ferro Corp. is negotiating with American Mari. | 


etta Corp. of Chicago for the sale to the latter of its 


paint business. It is understood the negotiations are | 


practically completed. Ferro’s paint sales, conducted 


in Cleveland, approximate $1 million annually or | 


less than 3% of its total volume. The company got 


into this field about a dozen years ago but has never 
pushed it to any extent. 


National Gypsum’s new $5 million paper mill at 


Pryor, Oklahoma, built to make the company er- | 


tirely self-sufficient in its paper needs, has started 
production. The plant has a rated capacity of 150 
tons a day and will produce special types of lami- 
nated paper for use in the manufacture of gypsum 
wallboard, lath and exterior sheating. This is the 
company’s fourth paper mill, the others having been 
purchased. 


American Maize-Products Co. has started opera- 
tion of the first modern starch flash dryer in the 
United States. The new dryer, built almost entirely 
of stainless steel, will increase American Maize’s 
starch drying capacity by more than 50%. The ma- 
chine will have a capacity of approximately 90 mil- 
lion pounds per year. At least 2.1 million bushels of 
corn, a little more than one-seventh of the com- 


pany’s total grind, will be needed to supply the one 


unit on an annual basis. . 


The Standard Oil Company of Indiana announced | 


that it considers the Williston Basin such a promis- 
ing source of crude oil that it intends to build a new 
refinery with a capacity of 15,000 barrels per day in 
North Dakota. The refinery would be designed so 
that it could be expanded to run at least 30,000 
barrels per day as crude production and market 
demand for products increased. Engineering work 
has already been started but construction probably 
cannot begin until 1953. Three Standard Oil subsidi- 
aries already are very active in the Williston Basin. 
Stanolind Oil and Gas Company holds oil produc- 
tion leases on over 4 million acres in the area. Serv- 
ice Pipe Line Company last year built North 
Dakota’s first gathering system and is moving crude 
through it. Stanolind Oil Purchasing Company is 
active in buying crude in the area. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 
4 


envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





International Shoe Company 
“7 have been a subscriber to your fine 
publication for many years and have 
on only several occasions asked for your 
opinion on stocks. I place a great deal 
of confidence in your judgment. I am a 
widow with no one to advise me. Please 
submit pertinent data on International 
Shoe Company.” 
R. E., Richmond, Va. 


International Shoe Company 
reported an all-time record high 
of $223,317,150 in net sales for 
the fiscal year ended November 
30. The 1951 sales were $24,677,- 
132 above the previous year total 
of $198,640,018, and were $3,512,- 
270 above the company’s previous 
high of $219,804,880 in 1948. 

Net income of $8,978,018 com- 
pared with $10,957,707 a year be- 
fore, and was equivalent to $2.64 
per share of common stock in 
1951 against $3.22 in 1950. The 
big increase in Federal income 
taxes more than accounted for the 
entire decrease in net income. 

Production by International’s 
53 Shoe factories totalled 48,332,- 
381 pairs for the year, or more 
than 10% of all the shoes pro- 
duced in the United States. 

Military sales by International 
last year amounted to $33,248,- 
604, against none for the previous 
vear. Of total sales, the remaining 
$190,068,546 represents a 4% de- 
crease in civilian sales for the 
year. 

International’s orders at the 
opening of Spring selling season 
are termed in “good volume” but 
prospects appear good for the 
coming season. 


1952 


FEBRUARY 23, 


The company completed 39 
years of uninterrupted dividend 
payments with payment of its 
163rd consecutive dividend in 
January. The last dividend was at 
the rate of 60 cents per share, the 
same quarterly amount paid reg- 
ularly since April 1950, and at an 
annual rate of $2.40. 

Company earnings have aver- 
aged $3.26 annually for the last 
five years and dividends $2.64. 
These figures compare with aver- 
age earnings of $1.83 annually 
and dividends of $1.80 for the 
preceding five years. 

During the ten year period re- 
ferred to, prices of raw materials 
have about doubled and this has 
caused capital investment in in- 
ventories and receivables to in- 
crease in similar proportion. Des- 
pite these changes, the company 
has continued regular cash divi- 
dends and finds itself at the close 
of 1951 in a satisfactory liquid 
position without any notes pay- 
able to banks. 


Avco Manufacturing Corporation 

“As the television, radio and house- 
hold equipment fields experienced a 
slimp in 1951, I have been wondering 
how Aveo Manufacturing Corporation 
through its subsidiaries fared. I would 
appreciate receiving latest data on the 
company.” 


T. C., Troy, Ohio 


For fiscal year ending Septem- 
ber 30, 1951 Aveo Manufacturing 
Corporation reported earnings 
the second largest in its history. 
These were equal after preferred 
dividends to $1.10 per common 


share and represented a decline 
from the all-time high of $12,- 
635,633 or $1.65 per share for fis- 
cal 1950. Per share earnings for 
1951 are based on 8,819,385 com- 
mon shares outstanding at the 
close of the fiscal year, whereas 
per share earnings for fiscal 1950 
are computed on the average 
number of shares outstanding 
during that year. 

Consolidated net sales in the 
1951 fiscal period were the high- 
est in Avco’s history, amounting 
to $286,589,113, an increase of 
11.5°° over sales of $256,966,- 
971 for the corresponding 1950 
period. Increasing costs in all 
categories, coupled with restric- 
tive controls and other factors, 
narrowed the earnings margin. 

In addition, sales of certain of 
the company’s major appliances 
were adversely affected by indus- 
try-wide declines in the market 
for these products, beginning last 
Spring. The declines were in sub- 
stantial part a reaction from the 
over-buying which followed the 
outbreak of the Korean hostilities. 

The market for television sets, 
refrigerators and certain other 
home appliances continues unset- 
tled. Critical material shortages, 
already in far shorter supply than 
a year ago, will be curtailed still 
further during the present year 
and this will limit sales both of 
products currently in high de- 
mand and of those in lesser de- 
mand when their markets again 
strengthen. 

Although Avco has been award- 
ed a large amount of defense busi- 
ness, production under these con- 
tracts, due to their particular na- 
ture, did not reach any appreci- 
able volume during 1951. Defense 
production for the current year 
will be in considerably larger vol- 
ume than in 1951 but the com- 
pany’s greatest volume of defense 
output will not be attained until 
1953. 

Consolidated net sales and 
earnings for fiscal 1951 include 
operating results of the Bendix 
Home Appliance Division for the 
full year. The acquisition of Ben- 
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dix Home Laundry Equipment, 
combined with dishwashers, room 
air conditioners and other prod- 
ucts planned for as early intro- 
duction as possible by other divi- 
sions, will give Aveo representa- 
tion in virtually every line of ma- 
jor household appliances. 

Dividends in 1951 totalled 60 
cents a share against 50 cents in 
1950. 


Celotex Corporation 


“IT have been a subscriber to your 
Magazine for nearly a year now, and 
have not asked for information before, 
but would you please send me present 
pertinent data as to sales volume, earn- 
ings and prospects of Celotex Corpora- 


tion?” 
R. T., Utica, New York 


Net earnings of Celotex Cor- 
poration in the fiscal year ended 
October 31, 1951 totalled $3,497,- 


371, after all charges and provi- 


sion for income taxes compared 
with net earnings of $3,003,552 
on the same basis a year before. 

These latest earnings, after 
preferred stock dividend require- 
ments, equalled $3.57 a share on 
905,472 shares of common stock 
outstanding, compared with $3.02 
a share on the same number of 
shares in the preceding year. 

Net sales for the 1951 fiscal 
year were $59,241,634, compared 
with sales of $48,714,716 the year 
before. 

The regular dividend of $1.00 a 
share amounted to $256,862, was 
paid during the year on the com- 
pany’s 5% cumulative preferred 
stock. Dividends of $1.50 a share 
totalling $1,317,320 were paid on 
the common stock. The regular 
annual dividend on the common 
stock was increased 50 cents, 
from $1.00 to $1.50, effective with 
the quarterly dividend paid on 
October 31, 1951. 

Celotex Ltd., the company’s 
English subsidiary, reported net 
earnings for the fiscal year ended 
October 31, 1951, of $153,997 con- 
verted at the rate of $2.80 to the 
pound sterling, as compared with 
$102,739 for the previous year 
converted at the same rate. 

Although residential permits 
and housing starts were less in 
the previous year, demand for 
building materials to serve those 
needs continued at a high level 
during the 1951 fiscal year. 

The volume and pace of new 
construction for private housing 
and non-defense work during 
1952 will be influenced by Gov- 
ernment regulations and controls 
to give priority to defense pro- 
grams. The need for housing and 
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many other types of construction 
is still great and the company ex- 
pects a high level of activity in 
the repair and remodeling field 
and also anticipates an increasing 
demand for material for Govern- 
ment defense needs and for use 
in the non-housing field. 


Carrier Corporation 


“Your Magazine has indicated that 
the air conditioning field is a growth in- 
dustry and therefore, I would like to re- 
ceive information on one of the prin- 
cipal factors in that industry, Carrier 
Corporation. Will you please subiit 
comparable earning record for the last 
two fiscal years agi this company, etc.” 

H. M., Raleigh, N.C. 


For the second year in succes- 
sion, Carrier Corporation — pio- 
neer manufacturer of air condi- 
tioning and refrigeration equip- 
ment reported new high record in 
earnings, completed sales and or- 
ders booked. 


Net profit for the fiscal year 
ended October 31, 1951, was $3,- 
574,348 or $3.88 per share of com- 
mon stock. This compares with 
$3,164,450 in fiscal 1950 or $3.40 
per share based on the present 
capitalization. 

In 1951, the outstanding com- 
mon stock of the corporation was 
increased from 590,582 to 866,229 
shares through the declaration of 
a 10% common stock dividend 
and a new issue offered to share- 
holders. The proceeds from the 
latter, amounting to $4,019,955 
was received last July. Using the 
capitalization as of October 31, 
1950, earnings per common share 
are calculated at $5.69 for fiscal 
1951 versus $4.99 reported for 
fiscal 1950. 

Before income and excess profit 
taxes, the company earned $10,- 
530,348 in fiscal 1951. The com- 
parable figure for the preceding 
12 months was $6,642,450. In- 
come and excess profit taxes 
amounted to $8.03 per common 
shares in fiscal 1951 and $4.02 in 
1950 fiscal, based on the common 
stock now outstanding. 

In fiscal 1951, completed sales 
totalled $80,935,752 and new or- 
dered were booked in the amount 
of $83,095,726. The comparable 
1950 figures were $62,390,539 and 
$67,290,088 respectively. On Oc- 
tober 31, 1951, the corporation 
had unfilled orders on its books 
aggregating $30,600,064, as com- 
pared with $27,439,050 a year 
earlier. 

None of the foregoing volume 
figures include approximately $50 
million of major defense con- 
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tracts unrelated to normal pean | 
time business. 

In the first quarter of the cur 
rent fiscal year, which ended Jap. ~ 
uary 31, civilian orders came j, 
at a satisfactory rate but not x 
high as a year ago. The overs 
business outlook for 1952 con. 
tinues satisfactory and volume j 
expected to exceed last year’s goo( 
results. 

Year round residential air-con. 
ditioning is expected to have a 
big impact on home design with 
the price to a great extent offset 
by economies in construction, 
While prospects continue favor. 
able, production of equipment for 
civilian use will be governed 
largely by Government allocation 
and the availability of certain 
metals. 

The 35 cent quarterly dividend 
rate on the common stock estab- 
lished with the January 24 dee. 
laration is expected to be main- 
tained. The company’s aim is to 
eventually pay half of net profits 
in dividends. 


Ward Baking Company 


“The baking products business nor- 
mally faces intense competition and 
with credit controls and higher taxes, | 
I have wondered how Ward Baking | 
Company’s operating results showed for | 
the past year. Has their financial posi- 
tion changed any?” 


H. F., Lima, Ohio © 
While sales in 1951 were $91,- © 


121,161 as compared with $85,- 
397,364 in 1950, Ward Baking 
Company’s net earnings for 1951 
declined to $2,216,526 from $3,- 
139,350 in 1950, reflecting the 
fact that the company’s opera- 


tions were carried on under con- | 
stantly increasing costs, in all di- 


rections, and particularly for la- 
bor, without being granted the 
right by Office of Price Stabiliza- 
tion to recover these higher costs 
through equitable price increases. 

The company will shortly dis- 
continue the operation of its 
Brooklyn plant and will turn out 
in its modernized Bronx plant 
the products previously made in 
Brooklyn. The consolidation of 
these activities should aid earn- 
ings. The company has contracted 





to sell the land and buildings of | 


the Brooklyn plant at a cash sales 
price of $950,000, which is con- 
siderably in excess of its book 
value. 

In 1951 net earnings after divi- 
dends on the preferred stock, 
were equal to $2.44 per share on 
the 768,120 shares of common 
stock outstanding at the close of 

(Please turn to page 618) 
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Columbia Gas System's business 


That’s why we’re showing you 


The 


*) Is Everybody's Business ior. poo: om ow 


new Annual Report 




































find full This is just another way of saying that public utility rates have no special immunity from 
You can 


details for last the economic laws governing wages and prices in general industry. 
| ‘ tions : : : : 
; year oe ei9st Until recently, Columbia’s earnings have continued reasonably satisfactory because of 
Pape Report. ' the constant increase in the volume of sales. But now, despite increased operating effi- 
Write The ciencies, rising costs of doing business and increased taxes have caught up to us. 
Columbia Gas 
System, Inc., The cost of everything we buy—just 
120 a like the cost of your everyday living— COST OF LIVING 
- se 17 is far higher now than in 1941. vs. COST OF 
pill York 4 RESIDENTIAL GAS 


Yet, the cost of gas to our domestic cus- 
\ tomer has not changed much in all 
those 10 years. 


eee COST OF! LIVING’ 
eee es RESIDENTIAL GAS 


Look at the chart! 


Our customers certainly must appreci- 
ate that higher gas rates are inevitable. 


If we are to continue high quality service 
to our customers; if we are to satisfy the 
demands for more and more gas, we must 
earn more money. Not enough to put our 
bills to our customers up to the inflated 
level of other “cost of living” expenses. 
But enough so we can meet our obligations 
as a public service company and protect 
the investments of our stockholders. BUREA OF (Se 





This is the gist of the story we are telling in full detail to the Public Service Commissions 
which regulate our rates. 





We hope that our customers, many of whom are also our stockholders—or, if not ours, 
stockholders in other public service companies who face the identical problem, realize that 
higher utility rates are inevitable. 





1951 1950 










1949 












Per 
Share* 


Per 


Total Total Total Share* 


Earnings before taxes . .| $39,560,932 | $2.65 | $37,107,503 $2.51 | $24,389,467 | $1.74 
Taxes « « 0c ce oe eo tt 62S 28M 1.49 19,579,619** 1.32 12,169,731 0.87 

































Earnings available to 
common stockholders . .| $17,326,089 | $1.16 | $17,527,884 $1.19 | $12,219,736 | $0.87 






































® Based on average number of shares outstanding. 
©° Includes “special charges” of $3,178,000. 





THE COLUMBIA GAS SYSTEM 


CHARLESTON GROUP: United Fuel Gas Company Atlantic Seaboard Corporation Amere Gas Utili 
‘ 
‘ 
Ga a ‘ ’ 
s Distribution Corporation, Virgini Gas Transmission Corporation Big Marsh Oil Company 


: The Ohio Fuel Gas Compan 
Natural Gas Company; COLUMBUS GROUP: The see te po rp sone 
Light and Heat Company, 


Keystone Gas Company, Inc., 


Binghampton Gas Works, 
Natural Gas Company 
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ties Company, Virginia 
Central Kentucky 


; RGH GROUP: The Manufact 
lesen Home Gas Company, 


of West Virginia; OIL GROUP: The Preston Oil Company. 
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Only STEEL can do so manot 


hte # 


HIGH STEPPERS. These are not the legs of a giantess .. . but 
leg forms of U-S’S Stainless Steel used in the pre-boarding 
process of a nationally-famous hosiery mill. Stockings are 
slipped over these forms, then set to size and shape in a 
steam cabinet at 252°F. Stainless Steel forms prevent snag- 
ging of the hosiery, because even under rough handling and 
wide variations of temperature, the steel surface does not 
develop nicks or burrs, and it will stay smooth and mainte- 
nance-free for many years. 

















GHEST 
cNar 
ift lock 
Pere alm 
huge g: 
FACTS YOU SHOULD KNOW ABOUT STEEL 


The citizens of the United States use more steel than any other commod® 





except water.This year, American steel mills will produce the equivalent 
almost 1400 pounds of steel for every man, woman and child in the na! 


Listen to. 
FUEL DUMP at a foreign base of the American Air Force. U§ 
Steel is a leading maker of steel drums such as these 
shipment and storage of military supplies . . . and also he 
to supply great quantities of steel for other “musts” of 
defense program. But because United States Steel is bit, 
and still expanding its production facilities, it is able 
make steel for many essential everyday uses, too. 
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j CITY CHILDREN, all too often, never see in the flesh the cows, 
NSQUBATED west Ks ‘ chickens, pigs, mice and other domestic animals that are 
j commonplace to rural tots. In Pittsburgh’s new Children’s 
Zoo, these animals are on display, and attract thousands 
of small, delighted spectators every week. Shrubbery, 
walk-ways and borders are protected by famous Cyclone 
Fence, made by United States Steel. 


conseusste? ’ 


REVOLUTIONARY FARM IMPLEMENT does 3 jobs at once. If a 
farmer wants to plant a second crop, and still have his 
pasture grass undisturbed, this new machine will do it 
neatly. It seeds, fertilizes and renovates a pasture in a 
single operation, without plowing up and destroying 
established sod. Only steel can do so many jobs so well. 


GHEST LIFT LOCKS IN THE WORLD. These miter gates at the new 

cNary Dam on the Columbia River are reputed to be the highest 
ift locks yet built. The lift is 92 feet, while the gates of themselves 
bre almost 105 feet high, and have a total weight of 381 tons. These : pare: 
huge gates were fabricated and erected by United States Steel. ‘ 


commode 
juivalent® 


the nat 


Listen to... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. National Broadcasting Company, coast-to-coast network. Consult your newspaper for time and station. 


ANITED STATES STEEL poids Bur Ain 


3 be BRICAN BRIDGE... AMERICAN STEEL & WIRE ond CYCLONE FENCE..COLUMBIA-GENEVA STEEL. . CONSOLIDATED WESTERN STEEL..GERRARD STEEL STRAPPING. - NATIONAL TUBE 
pe ELL SUPPLY . . TENNESSEE COAL & IRON . . UNITED STATES STEEL PRODUCTS . . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL COMPANY, PITTSBURGH 
GUNNISON HOMES, INC. - UNION SUPPLY COMPANY -« UNITED STATES STEEL EXPORT COMPANY = UNIVERSAL ATLAS CEMENT COMPANY 
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For Profit and Income 
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there has been a tendency in the 
industry toward divestment of 
gas reserves. Sale for cash, using 
same to expand pipe lines, is the 
best solution. A case in point is 
Northern Natural Gas, distribut- 
ing gas, mainly from Texas, in 
Kansas, Nebraska, Iowa, South 
Dakota and Minnesota. The com- 
pany owns southwest gas reserves 
estimated to have a market value 
of well over $50 million and pos- 
sibly up to $90 million, but which 
are accorded a FPC valuation of 
only $600,000 for rate-making. 
Sale of the reserves would benefit 
the company considerably via ex- 
pansion of its distributing system 
and a raising of the rate base. 
This logical possibility probably 
accounts for the stock’s gradual 
rise from 1951 low of 3114 to a 
recent new high of 40. Currently 
at 3814, it would otherwise be 
obviously unattractive; for, as a 
result of higher costs and taxes, 
and of inadequate rates, earnings 
have trended down from $3.23 a 
share in 1947 to $2.13 in 1950, and 
to an estimated 1951 level not 
greatly over the $1.80 dividend 
rate. 
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son, Topeka & Santa Fe have 
been helped by increased divi- 
dends from the wholly owned 
Western Improvement Company 
controlling natural resources. Re- 
sults last year were regarded as 
quite satisfactory in the light of 
heavy maintenance charges inci- 
dent to the Kansas floods. Net in- 
come came to $13.83 a share, com- 
pared with $15.64 a year earlier. 
Although the benefit of tax cred- 
its will be lacking this year as a 
contributing factor, it is hoped 
that excessive flood damage ex- 
penses will not be duplicated. Am- 
ple coverage is provided for an 
indicated $4.50 dividend includ- 
ing an extra of 50 cents a share. 

Southern Pacific experienced 
another successful year and the 
outlook for 1952 is satisfactory. 
1951 net income, allowing for tax 
readjustments incident to the sale 
of Mexican properties and change 
in amortization policies, came to 
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mpared Wl 

S11. 83 in 1950. iigher dividends 
are anticipated from the con- 
trolled St. Louis Southwestern. 
Additional new equipment is ex- 
pected to contribute to further 
gains in operating economies. 
Steady growth of the system’s 
service area remains an import- 
ant long range factor. 

Operations of Western Pacific 
were aided by shipments of mili- 
tary supplies to the Far Eastern 
front. Expansion of industrial ac- 
tivity along the company’s lines 
also contributed importantly to 
freight movement. The new U. 8. 
Steel plant at Geneva, Utah, is ex- 
panding operations. Other steel 
producers in Utah and California 
contribute traffic. Financial posi- 
tion has strengthened and the 
basis appears to have been laid 
for a higher dividend than $3 a 
share paid in 1951. Net income 
came to $7.95 last year, against 
$9.02 for 1950. 

Illinois Central has experienced 
substantial benefit from the na- 
tional defense program and fur- 
ther progress is anticipated. Con- 
struction of the vast Atomic En- 
ergy Commission’s plant in west- 
ern Kentucky together with 
supporting power installations 
should mean an important source 
of additional traffic. Gains from 
this activity contributed to last 
year’s favorable results. Net in- 
come amounted to $12.72 a share, 
compared with $20.83 in 1950. 
Full operation of the power proj- 
ects is expected to entail heavy 
movement of coal over Illinois 
Central lines as well as over roads 
serving the area. Substantial debt 
reduction has been effected and 
investors appear warranted in 
hoping for more liberal dividends 
(See additional data under “Mar- 
ket Leaders’’). 

Results of New York Central 
were disappointing, although final 
figures showing net income equal 
to $2.28 a share, against $2.84 for 
1950, were better than had been 
anticipated only a few months 
ago. A turn for the better ap- 
peared to be taking place around 
the year-end. With the benefit of 
operating economies gradually 
being effected and continuance of 
heavy freight movement to At- 
lantic ports, the road should fare 
better in 1952. Burdensome ter- 
minal and switching costs and un- 
profitability of passenger  busi- 
ness accounted for this road’s un- 
favorable postwar experience. 
Additional economies from diesel- 
ization are needed. 


Delaware, Lackawanna & Weg 
ern, another eastern carrier ha 
dicapped by heavy charges fy 
performing lighterage service j) 7 
New York harbor, has done re, 7 
sonably well considering the hap, 
dicap of a transportation rat 
around 45 per cent, among th 
poorest in its area. Traffic tren( 
currently are favorable, howeve 
and the road may be able to in. 
prove upon its 1951 showing ¢ 
$3.77 a share, compared wit 
$2.28 for 1950. 

Southern Railway has steadil 
improved its investment standin, 
in the last dozen years. Thi 
showing may be attributed pr. 
marily to rapid industrializatig, 
of the South. Heavy coal move 
ment last year helped countera¢ 
rising operating costs. Progres 
is being made in eliminating uw, 
profitable branch lines. Finance 
are being strengthened to meet; 
formidable debt maturity in 1956 
Net income dropped moderate| 
last year to $12.21 a share fron 
$14.94 in 1950. Adequate cover. 
age is provided for the $4 com 
mon dividend. (See addition: 
data under “Market Leaders.”) 
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mortgage money will play a par’ 
in smaller new home building, re. 
modeling activity in addition t 
maintenance needs should sustait 
a high over-all level of sales. This 
is also supported by prospects fo 
an increase in industrial sales 
both for maintenance and new 
construction. Hence earnings fo 
the first half should be at the pro- 
portionate rate of last year’s ley: 
els of close to $8 a share. Con: 
tributing to the probability of 
high per share earnings during! 


-the next few months is that the 


company enjoys a favorable EPT 
exemption of around $5.50 a 
share, rendering at least two 
thirds of earnings immune to ex- 
cess profits taxes. 

Looking further ahead _ int 
1952, the problem of estimating 
earnings is complicated by the 
uncertainty regarding credit re- 
strictions and the possibility of a 
falling off in some type of defense 
construction. At present, the com- 
pany is fully meeting all essential! 
civilian and defense requirements) 
but any contraction in defense! 
spending is likely to have an ef-| 

(Please turn to page 604) 
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that cannot 
be measured... 


HIs is the time of year when The Home Insur- 
( yeole Company reports on its operations and 
progress for the previous year. In so doing, as 
you will note, we list the physical assets of the 
company. 

One of our most fundamental assets, however, 
cannot be listed and evaluated in dollars. That 
asset is the close bond of personal interest and 
friendship that has always existed between The 
Home and the policyholders it serves. 

This asset has a threefold source. In part, it 
springs from the very nature of the business in 
which The Home is engaged. No field of activity 
is more deeply personal than the field of property 
insurance ... the protection of a man’s home, his 
business, his cherished possessions. Another un- 
derlying stimulus of this friendly relationship is 
the natural concern any policyholder feels re- 
garding the company which provides him protec- 
tion, and his loyalty to a company which proves 
itself worthy of loyalty. The third source lies in 
the whole business philosophy of The Home and 
its more than 40,000 agents and representatives 
...@ warm and human way of doing business on 
the directly personal level; a relationship of 
people with people—people supplying service to 
people with a need for that service. 

To the stockholders who own The Home, no 
asset is of greater value. Every premium pay- 
ment, every policy, every claim and every benefit 
that make up the story of The Home for 1951 
is a direct outgrowth of that bond of friendly 
interest. 


It is the foundation on which The Home builds. 


Sincerely, 
erm Sse 
PRESIDENT 
PROPERTY 


INSURANCE 








Other Bonds . . 


Real Estate. . . 


Taxes Payable 


Other Liabilities . 





| 
| Capital Stock . 
‘Susie << -« - 


Surplus as Regards 


Total. . 


Policyholders wouid be 


ADMITTED ASSETS 


United States Government Bonds. . . . 


NOTES: Bonds carried at $5,514,759 Amortized 
balance sheet are deposited as required by law. All 


accordance with the requirements of the Nation: 
sioners. Based on December 31, 1951 mar 
owned, the Total Admitted ts would be 


$157,226,744. 


Balance Sheet 


Preferred and Common Stocks ... . 
Cash in Office, Banks and Trust Companies 
Investment in The Home Indemnity Company. . 


Agents’ Balances or Uncollected Premiums 
Other Admitted Assets . ...... 
Total Admitted Assets . . . 6 « 


LIABILITIES ann CAPITAL 
Reserve for Unearned Premiums. . . . 
Unpaid Losses and Loss Expenses . . . 


| Reserves for Reinsurance ..... . 
Dividends Declared 


. ¢ «¢ @¢ «& - 


‘Fatal Biabemeee 2 ks ws os 


. . . . . . . . 








December 31, 


1951 
« » $ 94,712,097.11 
- + 61,066,023.83 


137,331.389.75 
34,525,001.17 





16,775,982.44 
- +  6,804,977.76 
- .  19,562,958.04 
- -__ 4,154,929.80 
. « $374,933,359.90 








- » $163,843,315.15 
33,259,160.83 
7.500.000.00 
ae 1.783.086.36 
3.600.000.00 
at $596,351.05 


$214,581.913.39 
. . § 20,000,000.00 
. . 140.351.446.51 
. « $160,351,446.51 
. . $374.933.359.90 











ash $80,000 in the above 
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fect on sales. This, however, 
would be a temporary influence as 
there ‘is no reason to doubt that 
the great underlying forces such 
as population growth and the 
marked tendency toward suburb- 
anization are the determining fac- 
tors in the company’s long-range 
prospects, in addition, of course, 
to its highly integrated position 
and its continuing success in de- 
vising new products for the 
broadening industrial markets. 

The high investment rating 
which the stock enjoys is, in part, 
due to the steady expansion of 
the company’s stature and its 
well-defined potentials for future 
growth, and, in part, to the steady 
advance in earning power and di- 
vidends paid. Since 1942, divi- 
dends have increased almost six- 
fold. Last year, they amounted to 
$4.25 a share, including a $1.25 
extra. In the past decade, ag- 
gregate dividends amounted to 
$18.32 a share against earnings 
of $38.28, an average pay-out of 
47%. It is interesting to observe, 
however, that the company has 
been distributing a progressively 
larger percentage of earnings 
over the years. In 1942, for ex- 
ample, the ratio of dividends to 
earnings was 35% and in 1947, 
44%. By 1951, the ratio had risen 
to 55%. Undoubtedly, the man- 
agement feels that with the com- 
pany now in an entrenched posi- 
tion and finances in excellent 
shape, it can afford to pay out a 
larger share of earnings to stock- 
holders. This may also be taken 
as an indication of management 
confidence in the company’s fu- 
ture. 

The stock, which was_ split 
three-for-one in 1947, has been in 
steady demand, particularly since 
1950, and present price of around 
66 is almost double the 1950 low 
of 3614. It recently sold at a new 
high of 7314. Investment trusts 
and mutual fund organizations 
have shown great partiality for 
the stock, with some very large 
holdings among individual insti- 
tutions. Thus, at the end of 1950, 
Massachusetts Investors Trust 
held 70,000 shares, U. S. & Inter- 
national Securities Corp. 15,000 
shares, Lehman Bros. 14,000 
shares, Fundamental Investors, 
Inc. 13,000 shares, and Welling- 
ton Fund, 10,000 shares. 
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At the current price of 66, 
yielding 6.4% on last year’s divi- 
dends, the stock is selling at about 
nine times 1951 earnings, which 
is about in line with similar grade 
stocks in present markets. Doub- 
ling of the price of the stock in the 
past two years has gone a long 
way toward discounting the pres- 
ent excellent earnings. However, 
the solid position of the company 
in the industry and its well-de- 
fined growth prospects make it 
attractive as a long-range invest- 
ment holding. Hence, it would 
seem advisable for present holders 
to maintain their position, re- 
gardless of intermediate market 
fluctuations. For those interested 
in shorter-range profits, it prob- 
ably would be desirable to wait 
for a better buying opportunity. 
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third quarter and almost 60% 
higher than in the first three 
months of the year. The total 
year’s earnings, however, were 
less than in 1950, standing at 
$2.93 a share and $3.52 respec- 
tively. This is explained by a rise 
in income and excess profits taxes 
amounting to $3.5 million and an 
increase in other income taxes 
slightly less than $1 million. This 
tax increase nullified the $2.7 mil- 
lion increase in operating profits, 
reducing net earnings by about 
$1.7 million, equivalent to 59 
cents a share on the 2.8 million 
shares outstanding. 

Sales in the fourth quarter at 
$18 million were about $1 million 
less than in the preceding quar- 
ter, but were about $4 million 
greater than in the first three 
months. Sales for the year at $71 
million were approximately $7 
million larger than in 1950. 

Budgetary expenses for im- 
provements of facilities in the 
United States and Latin Amer- 
ican countries, where about one- 
third of plant facilities is located, 
amounted to $4.7 million, of 
which $2.7 million was a carry- 
over from 1950. The company al- 
so appropriated $8 million for a 
new unit for the plant at Sweet- 
water, Tex., doubling the capacity 
of the latter. New facilities have 
also been planned for the Brazil- 
ian subsidiary. General plant ca- 
pacity has been increased sub- 
stantially to provide for the in- 
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creasing volume of sales, and th | 
outlook is considered satisfactory, 

Allied Chemical & Dye Corp. 
ration’s quarterly earnings hay 


been on a fairly even kei 
throughout the year, except for; 
moderate decline in the thin 
quarter which was accounted fq 
by a temporary drop of $8 mij. 
lion in sales. Earnings per shar 
in the fourth quarter were $1.2 
a share against $1.06 in the thir) 
quarter and $1.25 in both the firs 
and second quarters. Tota! earn. 
ings for the year were $4.58 a, 
share against $4.65 the previo 
year. 

Operating profit in both th 
third and fourth quarters wa 
the same or about $24 million, 
but taxes at $13.4 million were 
lower in the fourth quarter by 
about $1.7 million. Total taxes for 
the year, however, were more 
than double those of 1950 and at 
$66 million were equivalent t 
about $7.50 a share, compared 
with reported net income of $4.58 
a share. 

The pretax margin in 1951 was 
21.2% but higher taxes brought 
the net profit margin down to 8%, 
about the same as in the previous 
year. Sales increased to $502 mil- 
lion, a gain of $94 million. Higher 
costs and taxes absorbed virtually 
the entire advantage of rising 
volume. 

The company is well advanced 
on a large program of expendi- 
tures for capital improvements. 
Some of the more important are 
as follows: $25 million for the 
Solvay plants in Ohio and Vir. 
ginia to increase the capacity of 
synthetic hydrogen; $10 million 
for the Solvay plant at Syracuse, 
N. Y. to increase chlorine-produc- 
ing facilities; $8 million for the 
Barrett plant at Philadelphia for 
the production of synthetic phe- 
nol; and $4.5 million for the Chi- 
cago plant. 





Decline in Earnings 


Jones & Laughlin Steel Corp. 
fourth ranking steel company, 
did not fare as well relatively, 
either as to sales or net income, as 
the other large steel concerns. 
Sales at $564 million increased 
about 15%, whereas U. S. Steel 
increased its sales 1914% and 
Bethlehem 25%. 

Fourth quarter profits were 
$7.1 million, or $1.09 a share, 
after $13.5 million for income 
and excess profits taxes. This 
compares with net income of $8 
million, or $1.25 a share in the 
third quarter. Total earnings for 
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were $4.76 a_ share 
against $7.36 in the preceding 
year. This represents a decline of 
35% compared with 14% for 
Bethlehem Steel and 17% for 
U. S. Steel. Net income in rela- 
tion to sales was 5.5% against 
82% in 1950. 

Aside from the heavy increase 
in taxes which affected all the 
steel companies and reduced their 
net income, an additional factor 
in the comparatively moderate 
showing of Jones & Laughlin was 
the fact that the company has not 
yet completed the process of a 
change-over from heavy to light 
steels. Since 1946, about $190 
million were spent for plant im- 
provement and costs of additional 
projects will probably equal this 
amount. As a considerable por- 
tion of this is being amortized in 
five years, under certificates of 
necessity, heavy charges have 
been made against current in- 
come, thus reducing stated earn- 
ings. This in part accounts for the 
lower net. This conclusion is sup- 
ported by the increase of $5 mil- 
lion in depreciation charges 
which came to $25.6 million in 
1951 against $20.7 million in 
1950. 

Newport Industries, Inc, a 
leader in the naval stores busi- 
ness (rosin, turpentine and pine 
oil), has inereased earnings 
sharply since the outbreak of the 
Korean war, which stimulated a 
rapid price advance in these com- 


modities. The company is charac- | 


teristically sensitive to price 
changes. Hence the higher price 
level automatically produced an 
Increase in profits. These were 
$4.7 million for 1951 against $2.4 
million in 1950, equivalent to 
$2.92 a share and $2.07 a share, 
respectively. 

Indicated fourth quarter per 
share net of 45 cents was consid- 
erably below previous quarters, 
however, with a drop in sales the 
principal cause. Total sales for 
1951 were $4.5 million higher 
than in 1950 but have been fall- 
ing quarterly since the beginning 
of the year. In the first three 
months, they were about $6.5 mil- 
lion, dropping to about $5.2 mil- 


lion in the final quarter. This is | 
about the same as sales in the | 
third quarter, so that the last six | 
months witnessed a steadying of | 


sales though at a considerably 


lower level than during the first | 


half of the year. 
The net profit margin for the 


(Please turn to page 606) 
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For both new and 
experienced investors 


If you’re looking for all the background information you 
can get, one of the things you should do is to start reading 
THE EXCHANGE Magazine right now. It will give you a 
closer look at what happens on the Big Board and in some 


of the corporations listed there. 


You'll find interesting, helpful articles in each month’s 
issue of THE EXCHANGE, published by the New York 


Stock Exchange. 








A few of the recent contributors to THE EXCHANGE: 


Irving S. Olds, Chairman of U.S. Steel 
David Sarnoff, Chairman of RCA 
Walter Marshall, President of Western Union 
Philip Sporn, President of American Gas & Electric 
Keith Funston, President of the New York Stock Exchange 
John McKeen, President of Chas. Pfizer & Sons 








Here are some recent topics: Rails, airlines, pharmaceuti- 
cals, tobacco companies, utilities. Also, articles on corporate 
earnings and dividend payments, growth companies, stock 
split-ups, averaging, endowment investing, trust fund 


investing. 


Monthly magazine of the 


New York Stock Exchange 


For $1.00 a year, you get 
12 issues of THE EX- 
CHANGE Magazine— 
each year, more than 120 
articles written to help 
you when you invest. 
Start your subscription 
with the current issue. 
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NOW ... Check 


Your Investment Strategy 
NO COST - NO OBLIGATIOR 


Celanese Would you like to 
Chrysler check your wartime 
Games. TEVESTRENT 
FW Weeiworth strategy with that of 
American Tobacco __Babson’s? If so. simply 
Commonwealth Ed _ check the stocks you 
Consol Edison own in the group shown 
Orage =y ry G left, OR LIST 7 
New York Centra. OTHERS YOU OWN 
slg og OR INTEND TO 
Loew’s Inc. BUY, and mail this ad 
20th Century Fox to us. We will tell you 
Cities Service if our clients have been 


Standard Oil, N J R 
Sines soil advised to HOLD or 


Texas Company SELL. y 
Anaconda Copper (Please print your 
Pan Am. World A name). 


Goodyear Tire 

U. S. Steel ate cost 
United Shoe Mach or obligation. 
United Fruit Write Dept. M-106 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
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> . ‘ 
Southern California , 
, f q 
j= Edison Company 
y 

b¢ 
; DIVIDENDS ‘ 
? ORIGINAL PREFERRED STOCK : 


4 DIVIDEND NO. 171 


, CUMULATIVE PREFERRED STOCK 
> 4.32% SERIES ? 
¢ DIVIDEND NO. 20 4 


¢ The Board of Directors has 4 
’] authorized the payment of the 
4 following quarterly dividends: 
¢ 50 cents per share on Orig- ¢ 
{ inal Preferred Stock; g 
rf 27 cents per share on Cumu- 
‘¢—s lative Preferred Stock, 4.32% 
q¥ Series. > 
, The above dividends are  } 
payable March 31, 1952, to > 
stockholders of record March 
5, 1952. Checks will be mailed } 
from the Company's office in 
Los Angeles, March 31, 1952. 





ee 


P.C.HALE, Treasurer 


February 15, 1952 ) 























UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 6214 cents per share has 
een declared on the Common Stock of said 
Company, payable March 10, 1952, to  stock- 
holders of record at three o’clock P.M. on 


February 20, 1952. 
C. H. McHENRY, Secretary 
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year was 8.6% against 7.5% in 
1950. For the final quarter, it was 
about 89% compared with 9.6% 
in the first quarter. Judging by 
the over-all operating results, it 
would appear that while results 
for the year as a whole were 
good, the major part of the in- 
crease took place during the first 
half and that they now appear to 
be leveling off on a somewhat 
lower level. 

Consolidated Vultee Aircraft 
Corp. in 1951 (fiscal year ends 
Nov. 380) of $322 million and 
earned 3.5% on this amount be- 
fore taxes compared with 4% in 
1950. The post-tax ratio was 
2.4% and 4%, respectively. Ac- 
tual earnings for the year were 
$7.7 million against $10.2 million 
the previous year. Income would 
have been lower, however, by $2.8 
million, had it not been for tax 
credits arising from losses in pre- 
vious years. The company will no 
longer have the benefit of such 
tax adjustments. 

Earnings for the fourth quarter 
amounted to 77 cents a share, 
practically the same as for the 
third quarter but the full year’s 
earnings were sharply off at 
$3.27 a share compared with 
$4.36 the previous year. 

At the end of November, the 
company had an order of about 
$900 million, consisting of signed 
contracts, letters of intent and 
contracts in final stages of nego- 
tiation. Mr. Odlum, the chairman, 
has stated that barring interrup- 
tion to work now in progress and 
in sight, “net income might even 
approach or exceed $9 million, as 
compared with $7,750,524 in the 
last fiscal year.” This would bring 
earnings close to $4 a share. 

Union Carbide & Carbon 
Corp.’s report for 1951 indicates 
that net income for the fourth 
quarter was $27.4 million against 
$23.4 million in the third quarter. 
This amounted to 93 cents a share 
against 81 cents in the third 
quarter. Fourth quarter improve- 
ment is attributed to increased 
plant capacity of ferre-alloys for 
the steel industry, and a wide 
variety of products derived from 
petroleum, also plastics. 1951 
earnings were $3.60 a share, com- 
pared with $4.30 in 1950. Total 


net income for last year was $1) 
million compared with $124 mij). 
lion the preceding year. 

Sales were $927 million againg 
$758 million but the advantag 
of this 22% increase was ab}. 
sorbed by higher costs and taxe 
the latter increasing by about $5) 





million, equivalent to about $1.75 
a share. Without this rise in tax 
liability, earnings for 1951 would 
have been approximately $5.35 4 
share. 

Apart from the tax factor, ove 
which the company had no con. 
trol, the management maintained 
excellent control over costs, des. 
pite an increase in the cost of ma- 
terials. Thus the operating mar. 
gin for 1951 was 28.3%, only a 
slight decline from the 30.2% 
ratio of the previous year. High 
demand for the company’s prod- 
ucts, a good part of which has 
been stimulated by the defense 
program, and increased facilities 
for production of newer chem. 
icals, points to prospects for 
higher sales and sustained prof- 
its, though the taxes bear heavily 
on net results. 





Is Brazilian Crisis Driving 
Vargas Toward Peron- 
type Socialism? 
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recently of essentials—a country 
which in 1951 built up a favor- 
able balance of nearly $233 mil- 
lion in its trade with the United 
States alone. 

The second consequence of the 
situation has been the inability to 
prevent a further rise of the cost 
of living which President Vargas 
had promised to do. As will be 
seen from the other table, the 
official cost of living in Sao Paulo 
advanced at least 25 per cent 
since the outbreak of the Korean 
war. Unofficial sources claim that 
the cost of living increased about 
50 per cent during 1951. 

The cost of clothing and hous- 
ing is about six to seven times as 
high as it was before the Second 
World War, making Brazil one of 
the most expensive countries to 
live in at the present time. With 
food and housing costing more 
than ever, the real purchasing 
power of wages has hit a new 
low. There has been dissatisfac- 
tion and even rioting among 
workers, with the communists, 
supposedly underground, stirring 
them up. Business too has been 
spotty, with some industries, par- 
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tailment of purchasing power. 

With the rise of Brazilian 
prices since prewar almost two- 
fold that in the United States, the 
Brazilian currency, the cruzeiro, 
has been grossly overvalued at its 
present official rate of about 19 
eruzeiros to the dollar. The real 
purchasing power of the cruzeiro 
is probably nearer its present 
black market rate which has been 
fluctuating between 30 and 35 
eruzeiros to the dollar. 

As long as the purchasing 
power of the cruzeiro remains 
doubtful and sagging, any out- 
side investor will think twice be- 
fore converting his hard cur- 
rency, be it dollars or Swiss 
francs, into Brazilian exchange. 
An investor could, of course, im- 
port his capital into Brazil via 
the black market and get a more 
favorable exchange, but in such a 
case, he could not register his cap- 
ital with the Bank of Brazil and 
would, therefore, be ineligible to 
repatriate it or even remit profits 
earned in Brazil. 

To remedy the situation in re- 
gard to investment and at the 
same time to correct the balance 
of payment, the Vargas Admin- 
istration prepared some time ago 
a bill which would establish a 
free market for the cruzeiro. 
Such a market would handle not 
only capital transactions but also 
certain import and export deals. 

The overvaluation of the cru- 
zeiro and uncertainty about Pres- 
ident Vargas’ nationalistic atti- 
tude—which unfortunately showed 
itself in his recent action—have 
been the two major causes why 
Brazil missed out on the flow of 
American capital which has gone 
in such huge volume over to Can- 
ada and even to Mexico. 


American Interests 


This has been a great pity, be- 
cause the United States has had 
no better friend in the Western 
Hemisphere than Brazil. During 
the war, President Vargas showed 
himself to be a staunch friend if 
only for reasons of self-interest. 
Brazil’s natural resources are 
unquestionably as great as those 
of Canada. There are tremendous 
waterpower resources to be devel- 
oped, and huge oil shale deposits 
and iron ore fields are probably 
as large or larger than those 
being developed in Venezuela and 
Canada. Nor should the possibili- 
ties of the Brazilian home market 
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be overlooked. The 1950 census 
gave Brazil a population of 52 
million, making her the largest 
Latin country in the world, ahead 
of France and Italy. 

American investments in Brazil 
at the close of the Second World 
War were put at about $350 mil- 
lion; they were remarkably diver- 
sified, with public utilities lead- 
ing. American & Foreign Power 
with fixed capital in Brazil of 
over $136 million operated a 
group of 19 utilities. Other large 
investors are General Motors, 
Continental Can, Otis Elevator, 
Gillette, Anderson, Clayton & Co., 
Sears Roebuck, Squibb, Eli Lily 
& Co., Ford, Goodyear, Goodrich, 
Firestone, General Electric, Radio 
Corporation of America, and a 
large number of other firms mak- 
ing canned goods, textiles, ce- 
ment, paint and varnishes, and 
processing vegetable oils. 

American investments in Bra- 
zil since the war (five years 
1946-50) probably aggregated an- 
other $350 million, somewhat less 
than half of this amount repre- 
senting the plowback of earnings. 
Until the publication of the recent 
Vargas decree, plans are said to 
have existed for the investment of 
at least $600 million over a period 
of the next four vears or so. 

According to the “Notizias’’, 
American & Foreign Power Co. 
was expected to launch a $125 
million expansion program; Ford 
of Brazil had a $10 million expan- 
sion on fire, to make possible the 
assembly of up to 30,000 vehicles 
annually; General Electric pro- 
jected a $12 million expenditure 
to include a refrigerator factory ; 
Reynolds Metals was sending en- 
gineers to look over possibilities 
for a multi-million dollar alumi- 
num plant; ACF Brill was pre- 
paring a bus assembly plant, Kel- 
vinator a plant for refrigerator 
production, Remington Rand for 
a carbon paper plant; Singer had 
been completing a plant near Sao 

Paulo, and Quaker Oats, Owens- 
Illinois and Burroughs Adding 
Machine were reported to have 
been studying conditions. 

While these potential investors 
—and in addition, a number of 
British, French, Italian and even 
Japanese corporations have been 
interested — were weighing the 
pros and cons, President Vargas 
announced in his annual message 
a new interpretation of the 1946 
decree law which guaranteed for- 
eign investors the right to remit 
earnings up to 8 per cent a year, 
and to repatriate capital up to 20 











SUN OF CANADA 
CUTS COST OF 
INSURANCE 


Canada’s leading life 
company again increases 
policyholders’ dividends 


With 47% of its assets invested 
in the United States and announcing 
a further increase in policy dividends, 
reducing insurance costs, the Sun 
Life Assurance Company of Canada 
has just released its 8lst Annual 
Report revealing the largest volume 
of new life insurance issued by any 
Canadian company in 1951 — over 
$461 million; an all-time high in 
benefits paid, and an increase in the 
interest rate earned on the 
last year. 

George W. Bourke, President, in 
announcing 1951 figures for Canada’s 
leading life company, stated that 
total Sun Life insurance in force now 
stands at $4,801,000,000, an increase 
during the year of $340 million. An- 
nuities in force provide immediate or 
future payments to the amount of 
$104 million per annum. Group in- 
surance in force now totals $1,254 
million, an increase of $168 million 
(15.5%) during 1951. The rate of 
interest earned on the assets last 
year was 3.70% as compared with 
3.61% in 1950; 3.48% in 1949 and 
3.30% in 1948. 

The Sun Life, a leading interna- 
tional life company with _policy- 
holder-service branches from coast to 
coast, last year paid out to policy- 
holders and beneficiaries the all-time 
record sum of $125 million. $35 mil- 
lion was paid to beneficiaries of 
deceased policyholders, $16 million 
under annuity contracts, $36 million 
for maturing endowments, and the 
balance in dividends to policyholders, 
disability benefits, etc. Since the first 
Sun Life policy was issued in 1871, 
total benefits paid to policyholders 
and beneficiaries have amounted to 
$2,486 million. While the Company 
operates in 20 countries, 90% of the 
business originates in the United 
States, Canada and Great Britain. 

A copy of the Sun Life’s complete 
1951 Annual Report to Policyholders, 
including the President’s review of 
the year, may be obtained from any 
of the branch, group or mortgage 
offices of the Company in the United 
States, or from Sun Life of Canada, 
Transportation Building, Washington 
6, D. C. 


assets 











per cent a year. The President’s 
interpretation —no doubt influ- 
enced by the deteriorating for- 


(Please turn to page 608) 
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PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable March 1, 1952 to stockholders 
of record at the close of business on 
February 19, 1952. 

A dividend of 25 cents per share on 
the Common Stock has been declared, 
payable March 24, 1952 to stockholders 
of record at the close of business on 
February 19, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 


CORPORATION 
JOHN E. KING 
Vice President and Treasurer 















CONTINENTAL 


A regular quarterly dividend of one dol- 
lar six and one-quarter cents ($1.06%) 
per share on the $4.25 cumulative sec- 
ond preferred stock of this Company 
has been declared, payable on April 1. 
1952 to stockholders of record at the 
close of business March 14, 1952. ~ 


LOREN R. DODSON, Secretary. 


ERTL TREN 
NN 

E CAN COMPANY, Inc. 
A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable April 1, 1952, to stock- 
holders of record at the close of busi- 
ness March 14, 1952. ; 


LOREN R. DODSON, Secretary. 
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eign exchange situation—specified 
as “foreign capital’ only the 
actual foreign funds brought into 
Brazil. The old provision allow- 
ing Brazilian earnings to be 
counted as “foreign capital” was 
repealed because it resulted in 
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“bleeding” the country through 
excessive foreign exchange de- 
mands. 


“In 1950,” said the President, 
“there were 25 billion cruzeiros 
of foreign capital registered with 
the Bank of Brazil, but of that 
amount only 914 billion had actu- 
ally been brought into the coun- 
try. The rest was capital accumu- 
lated from profits in Brazil.” He 
also pointed out that about $51 
million were remitted as interest 
and dividends in the past three 
years which should have been 
considered as repatriation of 
original capital. 

Although Sr. Horatio Lafer, 
the extremely able Minister of 
Finance in the Vargas Adminis- 
tration, tried to sweeten the bill 
by promising to name a commis- 
sion to study the situation, the 
damage has been done. Investors 
will be twice as shy. If a part of 
past earning remittances are 
counted as capital repatriations, 
as President Vargas wants, many 
American corporations in Brazil 
will be without any registered 
capital. 

The timing of President Var- 
gas’ “new interpretation” has 
also been unfortunate for other 
reasons. Brazil was about to nego- 
tiate with the International Bank 
and the Export-Import Bank for 
a $300 million loan to help finance 
a gigantic program of internal 
development for which Brazil was 
to raise $500 million internally, 
largely through an increase in 
income taxes on higher brackets. 
The plans for this program have 
been worked out by the Joint 
Brazil-United States Economic 
Development Commission which 
was formally established last 
July under the chairmanship of 
Joseph Burke Knapp (the first 
chairman, Mr. Francis Adams 
Truslow, former president of the 
New York Curb Exchange, died 
en route to Brazil). 

This Commission found out 
that the most pressing need was 
transportation, and consequently 
the first part of the program was 
to be an overhauling of the 
Brazilian railway system, mod- 
ernnization of the warehousing 
system, and more coastal shipping 
to bring food surpluses to popu- 
lation centers. The development 
of waterpower (to save on coal 
and petroleum bills) was to be 
the next part of the huge project. 
Eight projects involving expendi- 
tures of nearly $100 million were 
already worked out. 

At best, President Vargas’ atti- 
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tude toward foreign investment; 
has delayed the implementing of 
the development program fo 
many months. Confidence of loay 
officers of the Export-Import 
Bank and the World Bank was 





reported as “badly shaken’’. Hoy. 
ever, there is room for compro. 
mise. This will be the establish. 
ment of the multiple exchange 
rate for the cruzeiro which wil] 
permit foreign investors to remit 
capital or repatriate it through 
the free market. Basically it will 
mean a partial devaluation of the 
much overvalued cruzzeiro. 
Considering Brazil’s_ tremen. 
dous natural resources, the in. 
crease in population, and_ the 
growth of the internal market, 


President Vargas would hardly | 


serve his country by antagonizing 
foreign investors and pursuing 
the shibboleth of ‘‘economic inde. 
pendence” to the extent that Pe. 
ronism has done in Argentina, 
The economic isolation which such 
a policy would inevitably bring 
about, would be even more dan- 
gerous to Brazil than to Argen- 
tina. It could only end in economic 
collapse and a period of political 
confusion in which only the com- 
munists would be the gainers. 
Moscow is reported to have al- 
ready instructed the Brazilian 
communists to pursue a_ policy 
which will tend to weaken the 
good-neighbor policy and the co- 
operation among the countries of 
the Western Hemisphere. 





Break-Down of Production 
Trends 
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recession part of the picture. 

As it looks now, the second 
quarter will be toughest on con- 
sumer durable goods lines with 
cutbacks being the most severe. 
Some relaxation is indicated 
thereafter. There are signs that 
the controllers will become more 
lenient in applying controls. As 
an example, the decision t0 
stretch the air force build-up has 
already resulted in reduction of 
military demand for aluminum 
for the second quarter with the 
result that civilian industries will 
get more of this vital metal; and 
comparable reductions are likely 
for the rest of the year. In the 
second quarter, the auto industry 
will get one million pounds of 
aluminum more than initially al- 
located. That will help some, 
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though the copper shortage re- 
mains a restraining factor. 

Also, the steel shortage, thanks 
to record production, is about to 
disappear except for structural 
steel and certain alloys. Hence 
this pinch too will be lifted. The 
building industries may _ get 
larger allotments of materials 
to prevent unemployment; and 
more building activity in turn 
will vitalize business of numerous 
supplying industries. The general 
idea is to avoid real hardships by 
easing the shortage of materials 
via the stretch-out of the arms 
program. It will mean more goods 
for the public, less likelihood of 
shortages—less for war, more for 
civilians. 

The motives for this are mixed. 
Doubtless politics play a role, for 
this, after all, is an election year. 
There is also the thought that the 
danger of all-out war has less- 
ened, hence a slower arms pro- 
duction tempo can be justified. 
There is, moreover, growing rec- 
ognition of the fact that it is 
easier for the economy to stand 
the impact of several $50 billion 
military budgets than one, or at 
the most two, $70 billion budgets. 
Finally, the Government can 
hardly afford a profitless, or near- 
profitless civilian economy; it is 
too much dependent on revenues 
from corporate taxation. 

A compromise appeared in or- 
der, and a compromise was made. 
It is doubtful at this stage 
whether actual military spending 
this year will exceed $50 billion, 
despite vastly greater appropri- 
ations already made. Cross cur- 
rents naturally will continue to 
highlight the industrial scene but 
they may not be as pronounced 
as those during the last year or so. 

Mobilization impacts centered 
chiefly on the supply of three 
vital metals: Steel, aluminum and 
copper. As already stated, steel 
supplies henceforth will be much 
better. Aluminum supplies are 
rapidly inereasing while at the 
same time, military demand is be- 
Ing throttled back. Copper will 
remain tight but probably can 
henceforth be allotted in great 
enoug) amounts to support the 
level of production allowed by 
availability of other metals. 

The result should be a fairly 
adequate production of civilian 
durable goods. If that eventuates, 
the outlook—as in the non-dur- 
ables field—may depend primarily 
on the attitude of the consumer. 
He still holds the key! 
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Why Traditional Methods 
Cannot Correct New-Type 
Inflation 
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vield at least in part by granting 
higher price ceilings. And once 
prices generally go up, escalator 
clauses will come into play, re- 
sulting in pay raises for several 
million workers protected by such 
clauses. And that means comple- 
tion of another turn in the wage- 
price spiral, and the threat of a 
new one. 

As far as the Government is 
concerned, President Fairless of 
the U. S. Steel Corporation in 
his recent testimony before the 
Wage Stabilization Board cer- 
tainly must have given the Ad- 
ministration something to think 
about by stating, in effect, that 
the Government either faces more 
inflation or an $11 billion decline 
in tax revenues if steel workers 
were awarded the wage increases 
they are seeking. 

The decline in taxes, Mr. Fair- 
less pointed out, would result if 
prices were not increased to ac- 
comodate the wage increases ; and 
inflation would automatically re- 
sult if prices were increased. His 
argument was based on the sound 
premise that if steel wages go up, 
it will mean a corresponding in- 
crease in industrial wages gener- 
ally, raising the cost structure of 
all industry. Were industry forced 
to “absorb” the higher costs, the 
profit squeeze would be terrific— 
and so would be the loss of tax 
revenues by the Government. 
And the Government, as already 
pointed out, cannot very well 
afford that. 

On the surface, it all looks very 
hopeless, and it is—as long as a 
paternalistic Government places 
politics above stabilization; as 
long as ambitious labor leaders 
try to outdo each other. The tradi- 
tional methods of fighting infla- 
tion, in the money and credit field, 
are ineffectual against this new 


‘type of inflation. The only prom- 


ising way to slow it down, and 
eventually stop it, is public en- 
lightenment. The people, the vot- 
ers, and labor itself must realize 
the futility and harm of the wage- 
price spiral. Many do, including 
some in the ranks of labor where 
the illusory “benefits” of prior 
spirals are beginning to be recog- 
nized. But despite this gradual 
awakening, there is too much of 










CLARK 


EQUIPMENT 


The Combination Trans- 


by CLARK for an 
advanced design 
farm tractor. 
Machinery 

and vehicle 
manufacturers 
know from experience that 
it's sound business to work 
with CLARK. Write today. Clark 
Lquipment Company, Buchanan, Michigan. 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for 
Trucks, Buses, Industrial and Farm Tractors — FORK- 
LIFT TRUCKS—POWERED HAND TRUCKS AND INDUS- 
TRIAL TOWING TRACTORS for Materials Handling. 





) ELECTRIC BOAT 
COMPANY 


445 PARK AVENUE 
NEW YORK 22, NEW YORK 





The Board of Directors has this day 
declared a dividend of fifty cents per 
share on the Common Stock of the 
Company payable March 10, 1952. to 
stockholders of record at the close of 
business, February 15. 1952. 

Checks will be mailed by the 
Bankers Trust Company, 16 Wall 
Street, New York 15, N. Y., Transfer 
Agent. 

CHAS. P. HART, 
Secretary and Treasurer 


January 31, 1952 











the “‘let’s get mine ahead of the 
other fellow” attitude, an attitude 
that merely means threading the 
same path. 

It is not a question of contest- 
ing labor’s right for collective 
bargaining, or questioning the 
desirability of unionization. Both 
are recognized as necessary and 
as the unalienable right of 
the worker, a right that arose 
from labor exploitation by short- 
sighted employers in the past. But 

(Please turn to page 610) 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 
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DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable March 12, 1952 to 
stockholders of record at the close 
of business February 25, 1952. 


B. E. HUTCHINSON 
Chairman, Finance Committee 




















REEVES BROTHERS, inc. 


DIVIDEND NOTICE 
A quarterly dividend of 30c per 
share has been declared, payable 
March 13, 1952, to stockholders 
of record at the close of business 
March 4, 1952. The transfer books 
of the Company will not be closed. 
J. E. REEVES, Treasurer 
February 18, 1952. 




















For Successful 
1952 MARKET DECISIONS 
This JANUARY ISSUE of 
GRAPHIC STOCKS 


affords large, clear reproductions 
of over 


1001 CHARTS 


with monthly volume 






1 hows monhtly Highs, Lows — Earn- 
in ividends — Capitalizations on vir- 

ly every active stock listed on the 
+ ss York Stoc k and New York Curb Ex- 
chances for 12 full years to January 1, 
1952. 


Complete with DIVIDEND RECORDS 
for the full year of 1951 


NEW FEATURE: A list of 198 companies 

which have paid some dividend every 

. for at least 25 years. Some have 
since before the Civil War. 

so included are 48 Group Averages 

printed on transparent paper, and the 

hree Dow-Jones Averages from 1927. 


SEND YOUR ORDER TODAY 
FOR PROMPT DELIVERY 
SINGLE COPY (Spiral Bound) . . . . $10.00 
ANNUAL SUBSCRIPTION (6 Issues). . 50.00 
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F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 

















Why Traditional Methods 
Cannot Correct New Type 
Inflation 
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it would be a pity if labor, now 
in the saddle, would make the 
same mistakes. It certainly would 
backfire in due time, just as even- 
tual recognition of what’s at 
stake cannot help penetrating to 
the ultimate source of political 
power—the average voter. 

If, in the public interest, Gov- 
ernment and labor were willing 
now to act with industry by hold- 
ing the line on wages and prices, 
the nation would have reason in- 
deed to be grateful to them. From 
the standpoint of self-interest 
alone, such a course appears the 
only sensible one, particularly as 
far as Government and labor are 
concerned. For the economic con- 
sequences of another wage-price 
spiral would be serious in the 
end, after another period of infla- 
tion. Labor cannot be unmindful 
of the very real, though perhaps 
not immediate danger, of shrink- 
ing markets and shrinking job 
opportunities. What good are 
higher pay rates if jobs are lack- 
ing? And how long, under such 
circumstances, could the higher 
pay scales prevail? 


Danger of Shrinking Markets 


Already we hear of pay-cuts in 
hosiery mills to prevent them 
from going out of business be- 
cause of competition from mills 
paying lower wages, and the tex- 
tile mills face the same threat. If 
other markets shrink because of 
consumer inability to buy, compe- 
tition all around would sharpen 
quickly, with similar results. Take 
the auto industry, already in a 
slump not so much because of ma- 
terials restrictions but because 
of lagging consumer demand. 
Higher auto prices, in the wake 
of higher steel, coal and other 
material costs, would hardly 
strengthen the auto market. It 
would greatly weaken it by pric- 
ing new cars out of sight of many 
potential car buyers. 

Chain reactions of this sort 
could spell only one thing—reces- 
sion. That would be the final score 
even should inflation, helped 
along by heavy Government 
spending, march on for a while. 
To avoid it, it is essential to stop 
the beginning of a new cycle. 
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the year. 
756,661 shares of common stock 
were $3.69 per share. Excluding 
income not derived from sale 
the company’s margin of profit oy 
each $100 of sales dropped ty 
$2.18 in 1951 from $3.42 in the 
previous year. 

The company states that “price 
relief for bakery products on 
country-wide basis is long over. 
due and must be granted to cover 
the heavy increases in costs 
which have taken place in 195] 
and earlier for labor, major in. 
gredients required in _ bakery 
products, for wrapping and ship. 
ping supplies, for vehicle ex. 
penses, for freight and transpor. 
tation costs and for a host of mis. 
cellaneous items. 2 

The company’s 1951 operations 
were also adversely affected by 
strikes in seven of the twenty-two 
company plants. 

Several changes in company’s 
capital position last year were: 
Provision for retirement on 
March 31, 1952 of 27% % notes to 
the extent of $300,000. 

Purchase on the open market of 
$30,000 of preferred stock and its 
retirement and cancellation. In- 
crease in common stock outstan¢- 
ing by 11,462 shares through ex- 
ercise of warrants. 


Dividends of $2.00 per share| 


were paid in 1951 and the same 
amount was paid in the preceding 
year. 


Capital Airlines 
‘Please comment on recent o pera 
tions of Capital Airlines and also inii- 
cate any improvement in the company’ 
financial position.” 
R. M., St. Petersburg, Florida 


Capital Airlines in 1951 exper'- 
enced the best year in the 25-year 
history of the company when tt 
had net earnings, after taxes, 0l 
$2.25 per share. This compares 
with earnings of $2.02 per share 
in 1950. The per share earnings 
include gains from sinking fund 
purchases of debentures below 
their par value. The net income 
for the company in 1951 was 
$3,504,490 before provision for 
income taxes of $1,748,000. This 
compares with a net income 0 
$1,672,441 in 1950 before $605; 
600 in taxes. 

Capital’s operating revenut 
reached a new high of $38,702; 
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NEW OPPORTUNITIES OPENING 


You have probably noted the more selective move- 
ments in security prices, and the changes going on in 
corporate earnings and dividend policies. These com- 
bined with other cross currents in the stock market 
are increasing the task of investing successfully for 
the individual investor. 


That is the problem THE INVESTMENT AND 
BUSINESS FORECAST is designed to solve for you 
now and throughout the year ahead by specific 
unhedged recommendations. 


EXCELLENT OPPORTUNITIES IN 1952 


Our analysts have been carefully studying the position 
and prospects of the corporations which seem best 
situated in the coming year — candidates for higher 
earnings — large dividend disbursements — profitable 
market action. But selection will be only one step. 
The strategic timing of each purchase and each sale 
will be a consideration of paramount importance 
which we will keep in mind throughout the year in 
serving you. 


“Thank you for your interest and wise counsel.” 


Enthusiastic comments such as the above, received 
this January, indicate the satisfaction of a professional 
man who has been an active subscriber to THE FORE- 
CAST for more than seven consecutive years. We are 
confident that our record in 1952 will continue to 
earn for us such appreciative comments on results 
achieved. 


THROUGH MARKET ADJUSTMENTS 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolio on a 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 


Business Service .. . Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 
Enroll now—to secure our special coming recommen- 
dations for BETTER-THAN-AVERAGE PROFITS, 
and continuing advice telling you exactly when and 
what to buy so that you may derive the utmost gain 
and income. AND, if you will send us full data on 
your present holdings and cash position you will 
receive our advice at once—W HAT TO SELL—WHAT 
TO HOLD. 


You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 


March 23rd. Mail the coupon below... today. 

















Wal Coupon  sasiennadeainieaioaes FREE SERVICE TO MARCH 2300 = ae ome ee ee 
{ 2/23 | 
/ THE INVESTMENT AND BUSINESS FORECAST | 
0. é 

] of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. ] 
e | I enclose [J $60 for 6 months’ subscription; [] $100 for a year’s subscription. ! 
Special Offer | (Service to start at once but date from March 23, 1952) ! 
MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 

Air Mail: 1.00 si ths; 2.00 Tel h Ih i ticipati of 
[| wo i | 2 ees OTeert reste mee 

Special Delivery: [ $4.00 six months to buy and when to sell...when to ex- 
MONTHS’ | CJ $8.00 one year. pand or contract my position. ] 
2 service $100 Oi aut nasensn ica ela t Aah » 4 
Complete service will start at \ [OO Re OTL AME ATE USOC AS ET OE RM ES Se SERS ENON EO eT ets " 
once but date from March 23. | City State rect, 1 eee | 
Subscriptions to The Forecast | Your subscription shall not be assigned at List up to 12 of your securities for oer ] 
ere deductible for tax purposes. 1 any time without your t initial analytical and advisory report. | 


FEBRUARY 23, 1952 
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493, exceeding the previous high 
of 1950 by $8,886,033. Particu- 
larly significant was the increase 
of $11,526,952 in non-mail rev- 
enues while mail revenues based 
on a sliding scale formula, until 
October 1, 1952, declined $2,640,- 
918 despite an increase of 29% 
in mail-ton miles. In 1951, mail 
revenue represented only 3% of 
total revenue, a substantial de- 
crease from the 12.8% which 
mail revenue represented in 
1950’s total revenue. 

With respect to the company’s 
balance sheet which reflects its 
financial condition, at the close of 
1951, there are three major im- 
provements as compared with the 
close of the previous year. First, 
the company had reduced its 
debenture and equipment pur- 
chase debt outstanding to $4,525,- 
331 or $4,634,900 below the 
amount outstanding at the end of 
1950. Secondly, common share- 
holders net worth had increased 
$4,354,878. Thirdly, cash and 
Government securities on hand 





this 
sword 
means 
Cancer 


SERVICE 


ix hundred thousand pa- 
S tients are under treatment 
for cancer today. 

For many of them the Amer- 
ican Cancer Society helps pro- 
vide medical services, dress- 
ings, transportation, articles of 
comfort and necessity, relief 
from pain. 

The volunteers who work 
under the sign of the cancer 
sword need your support. Can- 
cer Strikes One in Five. Your 


Dollars Strike Back. 


Mail Your Gift to “Cancer” 
Care of Your Local Postoffice 


AMERICAN 
CANCER SOCIETY 





had increased to a total of $4,- 
026,400 which is $1,695,867 over 
1950. 

On January 31 an agreement 
to merge Capital Airlines and 


Northwest Airlines was an- 
nounced. The consolidation would 
provide a new international and 
domestic line of 26,000 undupli- 
cated route miles. Common stock 
of new company, to be known as 
Northwest-Capital Airlines, Inc., 
will be made on a share-for-share 
basis for common stock of merged 
concerns. 





Market Adjusting to 
New Outlook Factors 
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sensitive commodity prices, re- 
flecting the business mood and 
expectations, have been easing 
off persistently from last Decem- 
ber’s intermediate recovery high. 
In all of this there is nothing con- 
clusive, for it coincides with the 
temporarily deflationary influence 
of first-quarter Treasury opera- 
tions on a cash surplus basis. The 
stimulating effect of the largest 
deficit spending since World War 
II is still to be tested in later 
months. 

Despite individual exceptions, 
corporate earnings and dividends 
are not subject to increase for the 
foreseeable future; but neither 
are they subject to important 
further shrinkage at least for 
some time to come. Meanwhile, 
price-earnings ratios are gener- 
ally quite moderate; average in- 
dustrial stock yields are around 
6%, or more than double the yield 
of high-grade bonds; and specu- 
lation is at low ebb. In terms of 
general market trend, which does 
not mean too much in this selec- 
tive market, and from a medium- 
term viewpoint, there may not be 
a great deal to “go for” on either 
the buying or selling side. Reason- 
able reserves should be held, es- 
pecially in speculative or semi- 
investment accounts, for selective 
future buying opportunities. 

In portfolio adjustments the 
emphasis should be on improving 
quality and safety; and /or on po- 
tentialities for long-term growth 
of capital. Regardless of retarda- 
tion in adjustment periods, many 
corporations remain dynamic, and 
have major earnings gains ahead. 
following the virtually assured 
ending of the excess profits tax in 
the post-defense era. That is look- 
ing quite a distance ahead; but 


THE MAGAZINE OF WALL STREE! 


investors will do well to take th [7 


forward look and watch for th 
buying opportunities in attractiy 
stocks that will be presented j) 
due course if this reactionary 
phase marks their prices dow 
considerably. 


—Monday, February 1 | 








As I See It! 
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the prospect of a Korean armis. 
tice. 

Red propaganda is also busy 
to break through the Western 
embargoes on strategic materia 


which hurt the Russian arms} 
build-up. Thus the Kremlin is} 


energetically promoting an “‘inter. 
national economic conference” to 
be held in Moscow in April. The 
main talking point is to be that 
expansion of East-West trade is 
not only “‘mutually advantageous” 
but also the answer to the eco. 
nomic problems of the Wester: 
nations, and may prove their sal- 
vation in case of an American 
depression which the communists 
have long been predicting. 
Doubtless genuine East-West 
trade would be of mutual advan- 
tage to both sides but this is 





scarcely the goal of a regime that 
banks on a break-down of western 
economies. Rather it wants to 
undermine the western embar- 
goes, and even more perhaps to 
use trade as a political weapon in 
its drive to detach as many na- 
tions as possible from their ties 
with the United States as one 
way of breaking up Western 
solidarity. That is pretty obvious 
to all who want to see, yet 
strangely, the Kremlin’s call to 
the Moscow “economic confer- 
ence” has evoked quite a good 
deal of interest among western 
countries. 

The dents in our united front 
are probably more dangerous now 
than in the past because the West 
is approaching a showdown with 
the communists on many fronts. 
If the West sticks together, Stalin 
may not risk another major ag- 
gression. But western disunity 
almost certainly would invite new 
Red adventures. Communist prop- 
aganda works overtime on many 
fronts to promote such disunity. 
We hope that all our allies, par- 
ticularly those who prove them- 
selves rather lukewarm and easily 
taken in by Soviet blandishments, 
will see the light in time—in thelr 
own interest as well as in the In- 
terest of the entire free world. 
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Try This Experiment 


with 


YOUR SECURITIES 


. that all your securities were sold yesterday. Today 


you have nothing but their cash value. 





Then ask yourself, “Should [ repurchase my former holdings as 
offering the most outstanding prospects for safety. income. profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 


cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit. even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement: (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which may be retarded 
in 1952, or those which may have become overpriced. Selected issues are avail- 
able which offer a substantial income, a good degree of security and dynamie 
growth prospects if your purchases are strategically timed. Many are undervalued 
as measured by earning power, capital assets and 1952 potentialities. 


As a first step toward increasing your profit and income, we invite you to submit 
your security holdings for our preliminary review — entirely without obligation 
— if they are worth $40,000 or more. 


Our survey will point out various of your less attractive holdings, and some of 
your securities to be retained only temporarily. It will tell you how our personal 
supervision can assist you to strengthen your diversification, income and the 
enhancement possibilities of your account. We will evaluate your list and quote 
an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. This offer is 
open only to responsible investors who are interested in learning more about our 
investment counsel. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAzINE OF WALL STREET. A background of forty-four years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 
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These keys unlock 
GREATER VALUES FOR YOU IN °52! 





Hear HENRY J. TAYLOR on the air every Monday 
evening over the ABC Network, coast to coast. 


ERE are the five new cars General Motors 
H offers you for ’52. 


Each has a famous name of its own: Chevrolet, 
Pontiac, Oldsmobile, Buick, Cadillac. 


Each has its own personality in styling, appoint- 
ments, features, power. 


But all enjoy an advantage which stems from 
the research into better ways to do things — 
the testing of everything from the integrity of 
metal to the soundness of design — the broad 
knowledge of engineering and manufacturing 


“MORE AND BETTER THINGS FOR MORE PiEC#i=” 


methods which General Motors provides. 


The results, as you will discover, are comfort, 
convenience, performance unknown a few 
years ago. 


Each year witnesses new advances — and we 
believe you will find these newest cars, now 
readied for the market, the finest we have built 
thus far. 


We invite you to see them now at your local 
GM dealer’s — and you will know why “your 
key to greater value” appears on the key of 
every car. 


GENERAL MOTORS 


Your Key to Greater Value 


* The Key to a General Motors Car 








